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THE CENTENARY OF THE BIRTH OF 
ALFRED MARSHALL 


JULY 26, 1842—Juny 13, 1942 


ALFRED MARSHALL may be regarded as our Founder. The 
circular entitled ‘‘ Proposal to Form an English Economic Asso- 
ciation,’ which was the first public step towards the establishment 
of the Royal Economic Society, was issued on October 24, 1890, 
over his sole signature. 

Through his Principles or by personal tradition as his pupils 
or his pupils’ pupils down to what is now the fourth generation, 
all British economists have been brought up under the pervasive 
influence of his thought. The Editors of the Economic Journal 
have felt, therefore, that the Journal can best celebrate the 
centenary of his birth by devoting the articles of this issue to a 
consideration of the evolution and influence of his great book. 
The Principles of Economics is the theme of the following pages. 

On November 14th, 1942, there was a domestic celebration 
by the Cambridge Faculty of Economics and the London School 
of Economics in the Marshall Library at Cambridge, when Mrs. 
Marshall herself was present. Miss Mary Paley, a great-grand- 
daughter of the famous Archdeacon, was one of the five pioneers 
who, entering into residence in Cambridge in 1871, became the 
nucleus of Newnham College. In 1876 she was engaged to Alfred 
Marshall and in 1877 they were married. His first book was 
written in collaboration with her, and her modest, self-effacing 
aid was at his side throughout. To-day she still presides as a 
serene tutelary goddess over the library first formed by a gift of 
. Alfred Marshall’s books and since sustained by her continuing 
generosity out of the royalties of the Principles. On this occasion 
in full vigour of mind and speech she told those present what 
happiness and delight her husband had drawn, not least towards 
the end of his long life, from the labours of his study. May this 
page convey to her the affection and veneration of the brother- 


hood of economists throughout the world. 
No. 208.—voL. LI. U 








THE PRINCIPLES OF ECONOMICS—A 
BIBLIOGRAPHICAL NOTE 


THE first announcement of the publication of Marshall’s 
Principles appeared in Macmillan’s Quarterly List of New Books 
and New Editions issued in July 1890 from 29 & 30 Bedford 
Street, Covent Garden. It ran as follows :— 


The Principles of Economics. By ALFRED MARSHALL, 
M.A., Professor of Political Economy in the University of 
Cambridge; Fellow of St. John’s College, Cambridge; some- 
time Fellow of Balliol College, Oxford. 2vols. 8vo. Vol.I. 
12s. 6d. nett. (In July.) 


The remainder of the note was in smaller type :— 


This treatise which has been long in preparation is an 
attempt to present a modern version of old doctrines with 
the aid of the new work, and with reference to the new 
problems, of the age. Professor Marshall, while regarding 
economic laws and reasonings as merely a part of the material 
which conscience and common sense have to turn to account 
in solving practical problems, gives special prominence, not 
only to the ethical quality of the motives by which a man 
may be influenced in choosing his ends, but also to the 
sagacity, the energy, and the enterprise with which he 
pursues those ends. The present volume is divided into 
seven books, under the following headings: I. Preliminary 
Survey; II. Some Fundamental Notions; III. Demand or 
Consumption; IV. Production or Supply; V. The Theory 
of the Equilibrium of Demand and Supply; VI. Cost of 
Production further considered; VII. Value, or Distribution 
and Exchange. It should be added that the price of the 
book is nett, so that booksellers will not be in a position to 
give discount to purchasers. 

In the Quarterly List for October this notice was repeated 
with the addition of a few details : pp. xxviii, 754, 2 adv. Demy 
8vo. 12s. 6d. net. [net replaces “ nett ’’]. 

This was followed by extracts from reviews, beginning with 
The Times, which said: “This great treatise on Economic 
Science bids fair to take for the present generation the place 
which Mill’s work took for the generation of forty years ago. . . . 
It is a contribution of capital importance to the higher literature of 
economic science.” 

It happened that the book became, in a manner quite apart 


1 “ The ” was, of course, incorrect. The title was Principles of Economics. 
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from its intrinsic importance, a landmark in the history of its 
publishers and of the publishing trade in general. It was chosen 
as the spearhead of an attack on the underselling practised by 
certain booksellers under the bad old discount system. The full 
story of how the Principles came to be the first book in England 
published at a net price appears on pp. 14-16 of Sir Frederick 
Macmillan’s The Net Book Agreement, 1899 (privately printed in 
1924) :— 

“In order that a beginning might be made, it was necessary 
to find an author who would allow us to experiment with his book. 
It was important that the book chosen should be a good one, 
because if the first net book did not sell, its failure would certainly 
be attributed to its netness and not to its quality. . . . There was 
little doubt that this [Marshall’s] book would at once take a 
leading place in the literature of Economics, and it suggested 
itself as a most appropriate subject for the experiment we wished 
to try. . . . Professor Marshall very kindly assented to the 
proposal made in my letter, and all was now clear for action. 
When his book was ready, we subscribed it to the trade on the 
terms suggested and at the same time gave notice that the terms 
on which it was supplied to the booksellers were such as would 
not admit of any discount from the published price. This notice 
was inserted in our advertisements, and a printed slip repeating 
it was placed in every copy of the book sent out from our ware- 
house, in order that a bookseller might be able to explain his 
position to any customer who demanded the usual discount. 

“The Principles of Economics was published in July 1890, 
and I need hardly say that when it was subscribed it met with 
a very poor reception from the discount booksellers. Some of 
them would not touch it at all, others said they would buy as 
few copies as possible and do all they could to discourage the sale 
of this or any other book offered on the same terms.” 

But the Principles triumphed (as did the net book system) 
over this temporary opposition, and became a remarkable 
example of sustained circulation. The following figures from 
the publishers’ records show the sales and the various editions 
and reprints of the book between 1890 and 1942. 

It will be seen that the book did not reach its maximum 
circulation until its fourth decade and that its average sales 
to-day in its sixth decade are greater than at any period before 
its thirtieth year. 

The third and fifth editions contained the most important 
changes in the text, but an interesting alteration was made in the 
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England | America 
Sales. Sales. 

July 1, 1890-1 2018 a Ist Edition. 2,000 copies. 1890. 
Pp. xxviii + 754. Price 12s. 6d. 
net. 

1891-2 734 1052 2nd Edition. 3,000 copies. 1891. 
Pp. xxx + 770. 
1892-3 263 — 
1893-4 278 _— 
1894-5 246 153 3rd_ Edition, 2,000 copies. 1896. 
Pp. xxxi + 823. 
1895-6 291 312 
1896-7 293 254 
1897-8 322 259 4th Edition. 5,000 copies. 1898. 
Pp. xxix + 820. 
1898-9 359 344 
1899-00 271 180 
England 5,075. U.S.A., 2,554. 
Total sales, 7,629. 
July 1, 1900-1 298 76 
1901-2 290 175 
1902-3 393 169 
1903—4 417 128 
1904-5 349 221 
1905-6 550 155 
1906-7 469 107 5th Edition. 5,000 copies. 1907. 
Pp. xxxvi + 870. 
1907-8 1,034 295 
1908-9 1,102 131 
1909-10 1,114 170 6th Edition. 5,000 copies. 1910. 
Pp. xxxii + 871. Suffix “ Vol. I” 
dropped. 
England, 6,016. U.S.A., 1,627. 
Total sales, 7,643. 
July 1, 1910-11 598 176 
1911-12 574 317 
1912-13 583 230 
1913-14 733 62 
1914-15 509 161 
1915-16 511 331 7th Edition. 5,000 copies. 1916. 
1916-17 500 100 
1917-18 496 210 
1918-19 938 132 
1919-20 1,542 476 8th Edition. 5,000 copies. 1920. 
Pp. xxxiv + 871. Price 18s. net. 
England, 6,984. U.S.A., 2,195. 
Total sales, 9,179. 
July 1, 1920-21 1,564 506 
1921-22 1,381 1,300 Reprint. 5,000 copies. 1922. 
1922-23 1,408 999 
1923-24 1,411 277 
1924-25 1,196 406 Reprint. 5,000 copies. 1925. 
1925-26 1,332 428 
1926-27 1,196 1,297 Reprint. 4,930 * copies. 1927. 
1927-28 1,413 1,050 
1928-29 1,387 1,081 
1929-30 1,263 1,096 Reprint. 10,000 copies. 1930. 














England, 13,551. S.A., 8,440. 
Total sales, 21,991. 





* These odd numbers were caused by printing to exhaust the particular supply 


of paper in hand. 
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England | America 
Sales. Sales. 
July 1, 1930-31 937 524 
1931-32 969 819 
1932-33 919 360 
1933-34 936 535 
1934-35 760 1,033 
1935-36 685 878 Reprint. 5,000 copies. 1936. 
1936-37 880 1,047 
1937-38 869 1,260 Reprint. 8,190 * copies. 1938. 
1938-39 815 543 
1939-40 698 794 England, 8,468. U.S.A., 7,793. 
Total sales, 16,261. 
July 1, 1941 427 1,051 
1941-42 709 491 











* These odd numbers were caused by printing to exhaust the particular supply 


of paper in hand. 


sixth edition (1910) when the work ceased to be described as 
Vol. I. In a letter to Sir Frederick Macmillan on March 5th, 
1910, Marshall said :— 


“I write to report progress and to consult you as to the 
inclosed proofs of Title page and Preface. The chief point 
is the suggested suppression of ‘ Volume I’ and the intro- 
duction on the Title page of ‘ An introductory Volume.’ For 
the cover, I suggest ‘ Principles of Economics’ simply. . . . 

“In the second page of the Preface I speak with even less 
confidence about the future than in the corresponding passage 
of the last edition. I have a great deal of material which 
seems nearly ready. But the realistic part needs to be 
largely rewritten once in a decade; and the analytical part 
is as difficult to my mental muscles as is a steep mountain 
slope to my feet, though as a young man I could climb it 
without conscious effort.” 


Sir Frederick replied :— 


“T am glad that you have decided to omit Vol. I. It 
will not in the least interfere with the completion of your 
scheme should you—as I hope may be the case—find it 
possible to carry it out. Meanwhile it gets rid of the appear- 
ance of incompleteness which the old arrangement made 
unnecessarily obvious.” 


The contemplated continuation of the Principles was never 


achieved, because, as Mrs. Marshall has explained, the author 
so often changed his method of treatment.1 Fragments of a 
historical treatment afterwards appeared as part of his Industry 
and Trade. 








DANIEL MACMILLAN 
1 Memorials of Alfred Marshall, edited by A. C. Pigou (1925), p. 62. 














THE PLACE OF MARSHALL’S PRINCIPLES IN THE 
DEVELOPMENT OF ECONOMIC THEORY 


Tue Editor has asked me, on the occasion of the centenary of 
its author’s birth, to write something about the place of Alfred 
Marshall’s Principles of Economics in the development of eco- 
nomic thought.!_ Any attempt to decide what place will finally 
be assigned to the book in the history of economic ideas would, of 
course, be foolish. This paper has no such ambitious aim. 

Much of what I have to say will be familiar to readers of this 
JOURNAL. But that is inevitable where the ground has already 
been worked over by some of the leading economists of the 


present day.* 
I 


** My acquaintance with economics commenced with reading Mill, while 
I was still earning my living by teaching Mathematics at Cambridge; and 
translating his doctrines into differential equations as far as they would go; 
and, as a rule, rejecting those which would not go. . . . That was principally 
in 1867-8.”’3 . . . “* While still giving private lessons in mathematics, he 
translated as many as possible of Ricardo’s reasonings into mathematics; 
and he endeavoured to make them more general.’’ 4 


Such is Marshall’s own account of the beginnings of his work 
in economics. It gives us the key to a right understanding of 
the way in which his greatest and most famous book is related to 
what earlier writers had done, and to what his contemporaries 
did, in the same field. For the analytical backbone of Marshall’s 
Principles is nothing more or less than a completion and generalisa- 
tion, by means of a mathematical apparatus, of Ricardo’s theory 


1 IT have had some difficulty in deciding whether in this context ‘‘ Marshall’s 
Principles ’’ should be taken to mean the book as it appeared in 1890 or the more 
familiar form which it finally assumed. In the event, I have written with two 
editions before me—the first (1890) and the seventh (1916). Generally speaking, 
I have used the former when considering Marshall’s relation to his predecessors 
and contemporaries, the latter when considering his work in connection with the 
problems and ideas of the present day. Page references to the first edition are 
in square brackets : the rest are to the seventh edition. When the work referred 
to is not specified it is the Principles. 

2 Including Lord Keynes in his memoir “ Alfred Marshall, 1852-1924” 
(Economic JourNAL, September 1924: reprinted in Essays in Biography; and 
in Memorials of Alfred Marshall, ed. A. C. Pigou—hereafter referred to as 
Memorials); Prof. Pigou (‘‘In Memoriam: Alfred Marshall,” in Memorials, 
pp. 81-90); Prof. J. A. Schumpeter (“‘ Alfred Marshall’s ‘ Principles”: 8 
semi-centennial Appraisal’’: in the American Economic Review, June 1941, pp. 
236-248). 


3 Memorials, p. 412. 4 Ibid., p. 20. 
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of value and distribution as expounded by J. 8S. Mill.! It is not, 
as many have supposed, a conflation of Ricardian notions with 
those of the “‘ marginal utility ’ school. Nor is it an attempt to 
substitute for Ricardian doctrine a new system of ideas arrived 
at by a different line of approach. True, the process of completion 
and generalisation involved a transformation more thoroughgoing 
than Marshall himself was disposed to admit.2. Nevertheless, so 
far as its strictly analytical content is concerned, the Principles 
is in the direct line of descent through Mill from Ricardo, and 
through Ricardo from Adam Smith. It is of the true Ricardian. 
stock, neither a cross-bred nor a sport. 

That Marshall greatly admired Ricardo and was much in- 
fluenced by him is well known. But the idea that what he 
did was to effect a “compromise” or “synthesis” between 
Ricardian doctrines and those of other schools—particularly those 
associated in this country with the name and work of Jevons and 
on the Continent with the Austrians—dies hard. In a letter to 
J. B. Clark dated, 24th March 1908, Marshall wrote : 


“One thing alone in American criticism irritates me, though it be not 
unkindly meant. It is the suggestion that I try to ‘ compromise between ’ 
or ‘ reconcile ’ divergent schools of thought.” * 
Apparently such criticism (or interpretation) still persists on 
the other side of the Atlantic. In a recently published American 
text-book 4 we read : 


“* Tt was left to Marshall to synthesise for general use the ideas of Jevons 
and others, respecting demand, with those of Ricardo and John Stuart Mill, 
on cost of production and supply, giving the English-speaking world a 





1 Marshall had not a high opinion of Mill as an economist. “I incline to 
regard Petty and Hermann and von Thiinen and Jevons as classical, but not 
Mill” (letter to J. Bonar: Memorials, p. 374). ‘“‘ J. 8S. Mill went so far as to 
maintain that his occupations at the India Office did not interfere with his 
pursuit of philosophical inquiries. But it seems probable that this diversion of 
his freshest powers lowered the quality of his best thought more than he was 
aware; and though it may have diminished but little his remarkable usefulness 
in his own generation, it probably affected very much his power of doing that 
kind of work which influences the course of thought in future generations ”’ 
(Principles, p. [313]). ‘‘ The genius which enabled Ricardo—it was not so with 
Mill—to tread his way safely through the most slippery paths of mathematical 
reasoning . . . had made him one of my heroes’”’ (Memorials, pp. 99-100). 
But it was through Mill that he came to Ricardo. 

2 See, e.g., Principles, p. [529 n.J. ‘“‘ There is a widely spread belief that 
[Ricardo’s theory of cost of production in relation to value] has needed to be 
reconstructed by the present generation of economists. The purpose of the 
present Note is to show cause for not accepting this opinion.’ There are many 
passages of similar purport. 

% Memorials, p. 418. 

‘A History of Economic Ideas, by E. Whittaker, Associate Professor of 
Economics in the University of Illinois. New York and London, 1940. The 
sentences quoted are on p. 453. 
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broader foundation for value-theory than had been furnished by either of 

the antecedent schools. . . . While he took over the main conclusions of 

the Jevonian system . . . Marshall incorporated in his theories the doctrines 

of Mill on the side of production.” 
It lingers, too, even in this country. Thus Professor Alexander 
Gray holds that Marshall 

“as a first approach, is perhaps best viewed as representing an endeavour 

to give Austrian ideas their due place, without becoming swamped in 

Austrian super-refinements, and then to effect a synthesis of the Austrian 

ideas with the older Political Economy.” } 
One can easily see how this view arose. It is due to Marshall’s 
unconscionable delay in publishing his results.2, Indeed, anyone 
reading through the principal European treatises on economics 
in the order of their publication * and without a knowledge of their 
inner history could scarcely avoid coming to some such conclusion, 
unless he paid very particular attention to Marshall’s references 
and acknowledgments. It is mistaken, however, as Lord 
Keynes’ masterly biography clearly brings out. And it obscures 
what is, to my mind, a central fact in the history of economic 
thought in this country : that the main line of development from 
Adam Smith to Marshall is a continuous growth from a single 
stem, with Jevons and (on one side of his work) Malthus standing 
apart from it. It may therefore be worth while to observe how 
naturally—one is tempted to say inevitably—the theoretical 
framework of the Principles grows out of an attempt to test, and 
fill the gaps in, Ricardian doctrines by the use of a mathematical 
apparatus—in other words, “to translate them into differential 
equations ”’ and “make them more general.’’ To show this in 
detail would take too much space. But a few salient examples 
may be recalled. 

(1) Once admit that the (marginal) cost of producing a com- 
modity may vary with the output of it, and the Ricardian 


1 The Development of E ic Doctrine. (Edition of 1934), p. 364. 

* On this and the reasons for it see Keynes, op. cit. (Memorials, pp. 26-8 and 
33-8). 

8 Jevons’ Theory and Menger’s Grundsdtze both appeared in 1871, nineteen 
years before the Principles. The first part of Walras’ Eléments was published in 
1874, the second in 1877; Béhm-Bawerk’s Kapitalzins-Theorien in 1884, his 
Grundziige in 1886, and his Positive Theorie in 1889; Wieser’s Ursprung in 1884, 
his Natiirliche Werth in 1889. 

“ Even then he might easily be misled. Marshall thus describes his practice 
as to acknowledgments. ‘‘ My rule has been to refer in a footnote to anyone 
whom I know to have said a thing before I have said it in print, even though 
I may have said it in lectures for many years before I knew that it had ever 
occurred to him; I just refer, but say nothing about obligations either way; 
being quite aware that people will suppose me to imply obligations. Instances are 
Francis Walker and Fleeming Jenkin” (Memorials, p. 416). All the works 
mentioned in the last note are referred to in the Principles. 
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theorem that the value of each commodity is equal to its marginal 
cost no longer solves your problem: for each commodity you 
have two unknowns—price and output—and only one equation. 
Now both Ricardo and Mill made this admission as regards 
“raw produce” or, more generally, commodities “‘ of which so 
much may be produced at a given cost, but a further quantity not 
without a greater cost ” (Mill’s “‘ Third Class ”’).1_ Hence there was 
an obvious gap in their theory of value. Either another set of 
equations, relating the selling-price of each commodity and its 
amount,—the demand equations—must be introduced or you 
must assume that everything is produced under conditions of 
constant cost, in which case generality is sacrificed and indeed the 
whole Ricardo-Mill system, in which diminishing returns in 
agriculture are pivotal, falls to pieces. 

(2) Ricardo habitually treats the proportions in which the 
different grades of labour, labour and capital, fixed and circul- 
ating capital, and capital of different degrees of durability enter 
_ into the production of a given commodity—the “ technical co- 
efficients ”’ relating to labour and capital—as fixed. In fact they 
depend, as Marshall saw, not only on the payments required to 
secure the services of the factors concerned, but also on the scale 
on which the commodity is to be produced.? Indeed, Ricardo 
himself had argued both in the chapter on “ Machinery ” which 
he introduced into the third edition of his Principles * and in his 
chapter on “ Value ”’ ¢ that a fall in the rate of profit necessary to 
secure command over capital (or, what amounted in his terminology 
to the same thing, a “ rise of wages ””) would cause resort to more 
capitalistic methods. But in the main body of his argument this 
influence is ignored and nowhere are its consequences elaborated 
either by him or by Mill with any degree of precision. Nor, if 
my memory serves, does either of them pay any attention to the 
influence of the scale of production in this respect. Here again 
there was a gap to be filled. Either the theory of value must be 
confined to the special case in which the technical coefficients 
relating to labour and capital are constants; or another set of 
equations must be introduced, connecting this time the propor- 
tions in which the factors are combined in the production of each 
commodity with their prices and with the output of the commodity. 
This leads straight to yet another gap. For how are the prices of 
the factors determined ? 

(3) Partly under the influence of Malthus, partly because of 


1 J. 8. Mill, Principles of Political Economy (Ashley’s edition), p. 469. 
* Principles, p. [401]. * Works (ed. McCulloch), p. 241. « Ibid., p. 26. 
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the conditions of the time (it was not till the second half of the 
century that the large rise of real wages in this country clearly 
emerged as a persistent phenomenon), the Ricardian analysis pro- 
ceeds in effect on the assumption that the “ natural ”’ rate of wages 
estimated in “corn” or “food and necessaries”? or commodities 
generally (i.e., the rate to which real wages are always tending 
and at which they will settle in the stationary state—in modern 
language, “the long-period supply-price of labour’) is approxim- 
ately constant. By Marshall’s time it was becoming evident that 
a rise in the “ market ” (i.e., current or “ short-period ”’) rate of 
wages need not be entirely absorbed by an increase of population, 
but may result, to some extent, in a rise in the standard of life, 
and hence in the level to which commodity-wages will tend in the 
long run. This carries with it the corollary that a permanent in- 
crease in wages may be necessary in order to secure an increased 
supply of labour. Thus it was becoming obvious that the Ricardian 
analysis not only lacked generality, but failed to fit the facts. 
The commodity-wages of the various grades of labour could no 
longer be equated to so many constants: a set of differential 
equations was needed connecting the wage of each grade with the 
amount to be supplied.1 Further, since the amount supplied 
depends on the amount demanded, the state of the demand must 
now be given a position co-ordinate with the conditions of supply 
in the long-period theory of wages. This brings us to the last of 
the gaps in the Ricardian system to be noticed on the present 
occasion. 

(4) Both Ricardo and Mill held that the market rate of wages 
(the short-period price of labour), like the market price of goods, 
is governed by demand and supply, the demand in this case being 
identified with the amount of capital, or rather the portion of it 
which is destined for the maintenance of labour. Mill even went 
so far as to include labour among the commodities whose value 
is always determined by demand and supply.2. And Ricardo 
had declared that the market rate of wages might remain above 
the natural rate for an indefinite period. Moreover, he was 
mainly interested not so much in the “‘ amount ” of wages (i.e., 
wages measured in “ corn ’’ or commodities) as in their ‘“ value ” 
(i.e., the “‘ quantity of labour” or of “labour and capital” 
required to produce the real wage at the margin of cultivation),‘ 


1 See below, p. 324, for remarks on the limitations of this method of treating 
the problem. 

2 Op. cit., p. 450. 3 Works, p. 51. 

* It is this which he usually has in mind when speaking of a “‘ rise ”’ or “ fall” 
of ‘ wages.” 
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since on his principles it is this which determines the relative 
shares of labour and capital; and even if the real wage is taken as 
constant in the long run, the cost of producing it at the margin 
obviously depends on the position of the margin and hence on the 
length to which investment is carried. Thus not only in the 
short period, but in the long period also, wages in the sense which 
is important in the Ricardian system depend on the conditions 
governing the supply of capital. But what are these? Neither 
Ricardo nor Mill explains them at all clearly or definitely. Both 
hold that there is a minimum rate of profit necessary to secure 
accumulation and that when the actual rate has fallen to this 
level, no further accumulation takes place and the stationary 
state is reached.1 But they give no indication that it depends 
on the quantity of capital supplied. In effect they treat it as a 
datum. Yet this makes nonsense of the theorem, common to 
both, that the rate of profit depends on wages—or, in Mill’s phrase, 
“the cost of labour ’’—when it is applied to the long period. 
For if the rate of profit is given from the outset, neither wages nor 
the cost of producing them has anything to do with it. True, 
both our authors remark more than once that the supply of capital, 
the rate at which accumulation proceeds, is stimulated by a rise 
and checked by a fall in the market rate of profit: Ricardo on 
the ground that this increases the income of the capitalists and 
thus augments the source of accumulation—the power to invest ; * 
Mill on that ground and also because it enhances the incentive.® 
But vague statements of this kind are not enough to determine 
the supply of capital. For that purpose we need to put them into 
the form of a theorem, an equation, establishing a definite relation 
between the quantity of capital forthcoming and the rate of profit 
or return. 

All these gaps (except perhaps the second) would leap to the 
eye of anyone trying to “ translate’ Ricardo’s doctrines into 
differential equations and to “‘ make them more general.” Nor 


1 Ricardo, Works, pp. 67, 68; Mill, op. cit., p. 731. 

* Works, pp. 41-2, 201, 253; 53, 143. 

3 Op. cit., p. 98. Ricardo’s view about the supply of capital fluctuates. 
Sometimes his argument seems to require the hypothesis that it is constant. 
Sometimes he inclines to treat it as depending on the rate of profit; sometimes 
as depending on the excess of aggregate output over what is required to maintain 
the population at the conventional standard of comfort. On the whole, the last 
notion perhaps predominates. But he nowhere clearly states that the amount 
of accumulation is a definite proportion or function of the surplus output. If 
this hypothesis is introduced, the gap referred to in the text is closed and the 
Ricardian system becomes, so far as this point is concerned, determinate. In 
some ways, it is a pity that Marshall did not follow up this strand in Ricardo’s 
thought rather than the idea that the rate of accumulation depends on the incentive. 














300 THE ECONOMIC JOURNAL [DEC. 


were the equations that would fill them far to seek. Readers will 
have noticed that they are in fact those enumerated ! in Note 
XXI of the Mathematical Appendix to the Principles? and set 
out in the notes which lead up to that one. 

Now Marshall himself has put it on record that his “ general 
theory of distribution (except in so far as it relates to the element 
of time) is . . . contained ”’ in this Note, ‘“‘ to which the preceding 
notes, and especially XIV-XX, lead up ”’ * and for him the theories 
of distribution and value were indissolubly interlocked. He adds, 
** My whole life has been given and will be given to presenting in 
a realistic form as much as I can of my note XXI.”4 The analysis 
there set forth is indeed the backbone on which the body of Books 
V and VI in the final version of the treatise (Books V, VI and 
VII in the first edition) is built up by the introduction of the 
highly important and original devices for dealing with the time- 
element (the gradation of short and long periods, quasi-rent, the 
prime-and-supplementary cost analysis and the rest) and by a 
continual testing, illustration and qualification of the pure theory 
in the light of contemporary and historical fact. 

This comes out most clearly in the first edition, where the titles 
of the books and chapters, as well as the text itself, follow the 
mathematical framework very closely. In later versions, the con- 
nection became somewhat blurred by the author’s restless quest 
after realism and the increasing prominence given to the element 
of time and to the absence of anything which can properly be 
called a position of long-period equilibrium where increasing 
returns prevail.5 But even in them the mathematical framework 

1 With the addition of a set of equations “‘ each of which equates the supply 
price for any amount of a commodity to the sum of the prices of corresponding 
amounts of its factors ’’—the supply equations corresponding to the Ricardian 
theorem that value equals cost at the margin in the generalised form which allows 
for the possibility that marginal cost may vary in either direction as output 
increases. 

2 p. 855. Note XX, p. [745] in the first edition. 

3 Memorials, pp. 416-7. 4 Ibid., p. 417. 

5 The re-arrangement of the book also somewhat obscured the fact that 
Marshall’s theory of value is a theory of general, not particular, equilibrium. 
This is obvious enough in the Mathematical Appendix. It also comes out quite 
clearly in the text of the first edition, where it is not till we reach Book VII, 
dealing with the pricing of the agents of production, that ‘‘ Value ” appears on 
a title-page (the full title of this book is “‘ Value: or distribution and exchange,” 
while Book V, dealing with the equilibrium of particular commodities, is called 
“The Theory of Equilibrium of Demand and Supply ’’). In the seventh edition, 
Book V (which embodies the old V and VI) is entitled ‘‘ General Relations of 
Demand, Supply and Value.”” Book VI (corresponding to the old VII) is headed 
“The Distribution of the National Income,”’ and we are no longer told, as we 


had been at the beginning of the old Book VII, that only now are we to “ deal 
with the problem of value as a whole ”’ (p. [540]). 
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can be traced clearly enough by anyone who reads with close 
attention. 

How far Marshall hit on the missing equations for himself and 
how far they were suggested to him by the work of other writers 
is, in a sense, a matter for speculation. On the internal evidence 
alone, it is open to anyone to suppose that some of them at least 
were suggested by Jevons and the Austrians. But there is no 
need to suppose anything of the kind. After all, there are a 
great many passages in which Ricardo and Mill recognise that the 
price which a commodity can command rises when the quantity 
offered contracts, and falls when it expands;1 and from this to 
the demand equations is a very short step—a step, too, which 
Cournot had taken long before Menger or Jevons had written a 
line. Again, in Book IV of his Principles (ch. iii) Mill had argued 
that the price of any factor will fall when an increased quantity 
of it is applied to a fixed amount of the others, and rise when a 
fixed quantity of it is combined with an increased amount of the 
' rest. The chapter calls aloud for translation into differential 
equations, and Marshall praised it highly ;? what one misses in it 
is any indication that the price depends on the marginal pro- 
ductivity of the factor—unless, indeed, we can so construe the 
proposition that when capital and labour increase together their 
rate of reward will fall because of the operation of the law of 
diminishing returns at the margin of cultivation. Then, too, as 
we have already observed,’ Ricardo had acknowledged more than 
once that the technical coefficients depend on the price of the 
factors, and both he and Mill had on occasion contemplated 
the possibility that the supply price of labour might rise as 
the amount demanded increased. Taking one thing with 
another, the keen eye of a mathematician could find plenty 
of hints in Ricardo and Mill of the direction in which the 
completion and generalisation of their theories was to be 
sought. 

Further, the external evidence is all against the view that 

1 H.g., Ricardo, op. cit., pp. 66, 94-5. Mill, op. cit., pp. 446-7, 452, 455. 
Attention may be drawn in particular to Ricardo’s striking discussion of taxes 
on luxuries (Works, pp. 144-5) which comes very near to Marshall’s position in 
regard to the effect of elasticity of demand on the yield of a tax. 

2 p. 824 and Memorials, p. 316. 

Above, p. 197. 

“ See Ricardo, Works, p. 284, where, however, the possibility is stated only 
to be dismissed as a “trifling exception”: and Mill, op. cit., p. 719, where it is 
set aside on the ground that hitherto the day-labourers have treated any increase 


in their means of living “‘ simply as convertible into food for a greater number 
of children.” 
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Marshall drew anything of importance from the marginal utility 
school. He began his work in 1867-8 before Jevons’ treatise or 
Menger’s had appeared, and it was on mathematical lines from 
the first. The outlines of his system are already discernible in his 
review of Jevons (1872),! his article on Mr. Mill’s Theory of Value 
(1876),? the Economics of Industry (1879)—written in collaboration 
with Mrs. Marshall—and the chapters on The Pure Theory of 
Domestic Values circulated by Sidgwick in 1879; and although 
these are all of rather later date than the earliest publications of 
Jevons, Menger and Walras, we have Marshall’s own authority 
for saying that the theory which can be glimpsed in them was 
not :— 


““My main position as to the theory of value and distribution was 
practically completed in the years 1867 to 1870, when I translated Mill’s 
version of Ricardo’s or Smith’s doctrines into mathematics.” 

“‘ My doctrine of quasi-rent, though only gradually developed, took on 
substance in 1868. ... That went with my translations o all leading 
economic doctrines into differential equations; and so far as I can tell there 
is no broad difference on that side between my position before 1870 and now 
[1900]. 


He is quite definite, too, about the sources from which he did 
derive assistance or suggestions. The “kernel ”’ of his theory of 
distribution 

“is based in the first instance on Adam Smith, Malthus and Ricardo, and 


in the second on von Thiinen as regards substance, and Cournot as regards 
the form of the thought.” 4 





1 Reprinted in Memorials, pp. 93-100. 2 Ibid., pp. 119-133. 

3 Memorials, pp. 416, 417. 

* From an undated note by A. M. printed in Memorials, p. 100. The main 
point of substance for which he was indebted to von Thiinen seems to have been 
the principle of substitution. In the first edition of the Principles he calls it 
** von Thiinen’s great Law of Substitution ’’ ([p. 704]). Whether the identifica- 
tion of the demand price for a factor of production with its marginal productivity 
was also suggested by von Thiinen is uncertain. But it was evidently not taken 
from any other source. See Memorials, pp. 412-3: ‘‘ I cannot recollect whether 
I formulated the doctrine ‘“‘ normal wages’ = “ terminal ”’ (I got “ marginal” 
from von Thiinen’s Grenze) productivity of labour before I read von Thiinen or 
not. I think I did so partially at least; for . .. [here follows the passage 
quoted at the head of this paper]. . . . I rejected the wage doctrine in Book II 
[of Mill’s Principles], which has a wage-fund flavour: and accepted that in his 
Book IV, in which he seemed to me to have been true to the best traditions of 
Ricardo’s method (I say nothing in defence of Ricardo’s positive theory of wages), 
and then to have got very close to what I afterwards found to be von Thiinen’s 
position. That was chiefly in 1867-8. I fancy I read Cournot in 1868. I know 
I did not read von Thiinen then: probably in 1869 or 1870. One side of my 
own theory of wages has been absolutely fixed ever since, to what by title of 
priority may be called the von Thiinen doctrine.”” One can readily understand 
why Marshall praised Mill’s Bk. IV ch. iii so highly, if it set him on the track 
which led to his final theory of distribution. I am half inclined to think that it 
may have been the starting-point of his whole analysis. But the assertion that 
it is free from the fallacies of the wage-fund doctrine (Memorials, 316) surely 
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“ Under the guidance of Cournot, and in a less degree of von Thiinen, I 
was led to attach great importance to the fact that our observations of 
nature, in the moral as in the physical world relate not so much to aggregate 
quantities as to increments of quantities, and that in particular the demand 
for a thing is a continuous function, of which the ‘“‘ marginal”? increment 
is, in stable equilibrium, balanced against the corresponding increment of 
its cost.’’ } 

There is no reason to doubt his word. He was not among the 
writers who are niggardly in their acknowledgments. He erred, 
if at all, in the direction of generosity. 

We may conclude, then, with Lord Keynes, that ‘“ Marshall 
owed little or nothing to Jevons”’? and, we may add, nothing of 
importance to the Austrians. In his theoretical work his debts 
outside the English classical tradition were to Cournot and von 
Thiinen. 

But if the pure theory of the Principles sprang, with assistance 
from Cournot and von Thiinen, directly from Ricardo’s doctrines, 
it also, as I have remarked, transformed them. The broad 
discussion of the effects of progress and taxation on the relative 
shares of the three great categories of income and on the relative 
values of wide groups of commodities is replaced by a meticulous 
examination of the pricing process pursued into every corner of the 
economic system. The principle of mutual determination every- 
where supersedes the idea of a single determinant or a one-way 
chain of causes. The conditions of demand are everywhere given 
equal status with those of supply. The determination of 
** market ’’ values and “ natural ’”’ values, of value under mono- 
poly and value under competition, of value under constant and 
under diminishing returns, of rent, wages and profit, is no longer 
seen as a series of separate problems, sharply distinguished from 
each other and each with a separate “ law ” appropriate to itself— 
all are subsumed under the single unifying idea of the balance at 
the margin, a balance of small increments of receipts and out- 
goings, payments and costs, differing in its manifestations and 
giving different results in different cases, but common to them 
all, with the principle of substitution acting everywhere as a 
master-key. All this is entirely foreign to Ricardo’s manner of 
thinking: and to Mill’s. If the Ricardian analysis was our 





goes too far. Indeed Mill seems to have arrived at his conclusions that an 
increase of capital without a change in population raises wages and an increase 
in population without a change in the amount of capital lowers them by direct 
inference from that doctrine. At any rate he gives no other reason for accepting 
them. The doctrine of quasi-rent originated in response to ‘‘ McLeod’s criticisms 
—now [1902] unjustly forgotten—on the unqualified statement that cost governs 
value ’’ (Memorials, p. 414). But it was Marshall’s doctrine, not McLeod’s. 

1 Principles, [p. x]. 2 Memorials, p. 22. 
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starting-point, by the end of the journey we have entered a new 
world. 

Another difference which distinguishes the Principles from its 
forbears, less fundamental but striking all the same, is the 
prominence given to the equilibrium of the individual firm. This 
arises partly, no doubt, from the introduction of the principle of 
substitution, which in industry operates mainly through the 
individual entrepreneur or the management of the individual 
concern.! But it is also to be accounted for by the now notorious 
difficulty of reconciling increasing returns with competitive 
conditions. As Marshall observes : 


Cournot ‘‘ seems not to have noticed that if the field of each of the 
rivals were unlimited, and the commodity which they produced obeyed the 
law of Increasing Returns, then the position of equilibrium attained when 
each produced on the same scale would be unstable. For if one of the 
rivals got an advantage, and increased his scale of production, he would 
thereby gain a further advantage, and soon drive all his rivals out of this 
field. Cournot’s argument does not introduce the limitations necessary to 
prevent this result.’’ # 


And though in this matter it was Cournot’s work rather than 
Ricardo’s that he completed (and developed), the problem is 
inevitably raised by an attempt to generalise the Ricardian 
analysis so as to cover the possibility that marginal cost may 
vary in either direction when output expands. In his solution 
of it, Marshall uses three expedients (two of them at least entirely 
novel) : external economies, the imperfection of the market and 
that perpetual shift of advantage from one firm to another under 
the influence of luck, errors of judgment and the waxing and 
waning of the managers’ efficiency which was given succinct 
expression in the famous concept of the representative firm. 
The second and third of these expedients become more prominent 
or more sharply defined in later versions of the treatise than they 
had been in the first edition. But all three were present, at 

1 Principles, p. 663. 2 Ibid., p. [485-486]. 

% For instance, when he first makes his appearance ([pp. 548—9]), the marginal 
shepherd’s net product is equated to the value of the twenty sheep which he 
adds to his employer’s output, without the warning which appeared in later 
editions that “ theoretically a deduction from this has to be made for the fact 
that, by throwing twenty extra sheep on the market, the farmer will lower the 
price of sheep generally, and therefore lose a little on his other sheep ”’ (p. 517 n.); 
and in the first edition the mathematical note which states the principle of sub- 
stitution in algebraic form (Mathematical Appendix, note X XV in the first edition, 
note XIV in the seventh) stops short at the end of the first paragraph (which deals 
with the “‘ Crusoe ”’ case of an individual making things for himself and aiming 
at his own maximum satisfaction), and accordingly does not include the careful 
discussion of the comparative magnitude of these two elements in the marginal 
net product and of their significance when things are being made by a profit- 
taking entrepreneur for sale on the market (pp. 849-50). But the qualifications 
were sgon introduced (Mr. Guillebaudjinforms me that they were first inserted in 
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least in embryo, from the beginning,! and they involved a shift of 
the centre of interest which opened up a field of speculation and 
enquiry scarcely touched by previous writers. 

So far we have considered Marshall’s equations as expressions 
of purely objective phenomena—that the price of a thing falls 
when more of it is put on the market, that real wages have to be 
raised permanently in order to obtain an increase in population, 
that the amount of investment forthcoming expands or contracts 
as the return on it rises or falls, that entrepreneurs choose what 
they consider to be the cheapest method of producing their out- 
put, and so on. Neither the mathematical apparatus of the 
Principles nor its main conclusions in the realm of pure theory 
really require anything more than external data of this kind. 
But in his search for generality Marshall, as everyone knows, 
went deeper and saw the behaviour of the market-place as a 
reflection of a balancing of divergent motives in the minds of 
men—“ satisfactions ’’ (or the impulse to obtain them) on the 
one hand and “ dissatisfactions ’’ (or aversions from them) on the 
other, “‘ utilities’ and ‘‘ disutilities.’”” This in his view, was the 
common element running through all economic behaviour—in 
our own system of free-enterprise and money-exchange, in the 
custom-ridden societies of the Middle Ages and the Orient, in 
barter-economy, in the isolated self-supporting household (if 
such could be found) and in those other possible worlds at which 
he allowed himself an occasional glance.? It was as an analysis 
of men’s behaviour in a department of life where the strength of 
their motives is measurable that for him economic theory reached 
the highest level of generality. 

Nor is this surprising in one who grew up when the utilitarian 
philosophy was still dominant and who came to economics from a 
study of moral science. The surprising thing is rather that, in 
spite of the close connection which had always existed in this 
country between the utilitarians and the economists, it was not 
till the seventies and eighties of last century that any systematic 
attempt was made here (avowedly by Jevons® and in effect by 
Edgeworth *) to formulate a theory of economics based on the 
the third edition, dated 1895), and Marshall was too good a mathematician not 
to have been aware of them from the outset. One would guess that the note 
dealing with this point existed substantially in its present form before 1890, the 
latter part being left out to avoid complicated detail. 

1 For the representative firm, see e.g., pp. [375-7], [413-4], [523], and for 
market-imperfection, pp. [400], [523-4]. 
* Ee [383], [151], [85], [653 n.], [390], [298-9], [513-5], [79 n.], Memorials, 
3 Theory. 4 Mathematical Psychics (1881). 
No. 208.—VOL. Li. x 
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Benthamite pleasure—pain calculus. Marshall, however, was not 
trying to do that. His system does not rest upon the utilitarian 
psychology or ethic. From the first he insisted that to say that 
the strength of the motives at work in the business world is 
measurable does not imply any assumption as to their character 
or “ quality,” still less as to their ethical value.1 They may be 
as altruistic as you like; their objective need not be the acquisi- 
tion of wealth for its own sake; it may equally well be distinctio 
or approval; they need not spring from the desire for pleasure a 
the avoidance of pain, they may be based on ethical notions about 
what is “fair” or “right” or “noble.” ? Though in the first 
edition of the Principles the Benthamite terms “ pleasure ” and 
“pain” are not infrequently used to denote men’s “ positive ” 
and “negative”’ motives,* they are jostled even there by more 
neutral expressions, and as time went on they were almost 
entirely eliminated. The conception of measurable motives— 
that, and in the end that alone, is what Marshall carried over into 
economic theory from the utilitarian philosophy. 

In so doing he moved still further away from Ricardo. The 
“supply price”’ of a commodity now becomes the sum of the 
prices which have to be paid to “call forth” “the efforts and 
sacrifices ’’ which are required for making it and constitute its 
“real cost of production ”’—a quite un-Ricardian notion.* For 
Ricardo, labour is not a “ disutility,” but the productive force 
available to the community, the stuff, so to speak, by means of 
which commodities are made, and the cost of a thing is the 
quantity of this force or stuff, together with the quantity of 
capital, absorbed in its production, not the effort and sacrifice 
entailed in providing it. And though in his view the minimum 
rate of profit was the necessary compensation for the “ trouble 
and risk ’’> (to which Mill, following Senior, added the “ abstin- 
ence ”’ 6) undertaken by the investor, both he and Mill habitually 
conceive of the second element in cost also (the capital employed) 
in objective terms—as the quantity or value of the wages 
advanced and the length of time for which the advance is made, 
not as a subjective discommodity or sacrifice.? With the 

1 Principles, pp. [78-85]. 

2 Ibid., pp. [82-3], [80], [293-4], 16, 17n.], 22-7, 92-3. Memorials, p. 160-1. 

3 Memorials, p. 161. * Pp. [399-400]. 

5 Works, p. 68. & Op. cit., pp. 407, 31-3, 463-6. 

7 See Ricardo, Works, pp. 51, 22, 24, 25, 18, 123-4, 87; Mill, op. cit., pp. 54, 
479-80, 463-6. The nearest approach these authors make to a psychological 
conception of real cost is in their explanation (on Smithian lines) of the differences 
between the rates of wages and of profits in different occupations. A psycho- 


logical interpretation of cost similar to Marshall’s is, however, to be found in 
Senior. See his Political Economy, p. 97. 
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emergence of the psychological conception of “real cost’ we 
enter not merely a different world from Ricardo’s, but a different 
universe. As before, however, we have reached it by gradual 
steps through the endeavour to climb from the Ricardian starting- 
point into higher and higher levels of generality and unification— 
the search for “the one in the many, the many in the one.”’ 
Though one cannot speak with confidence, one may hazard the 
guess that Marshall began with the objective demand and supply 
schedules, the phenomena of the market-place, and worked back 
from them to their psychological basis, not (as was the case with 
Jevons) the other way about. Certainly he held that of the two 
steps which “ had brought about a great change in the manner 
of economic thought ” in his generation—namely (1) the use of 
“ semi-mathematical language for expressing the relation between 
small increments of a commodity on the one hand and on the 
other hand small increments in the aggregate price that will be 
paid for it ’’; and (2) “ formally describing these small increments 
of price as measuring corresponding small increments of pleasure ”’ 
—the former, which had been “‘ taken by Cournot ” in 1838, was 
“by far the more important.” 1 And to the end he kept his 
schedules and curves and equations in a form which was capable 
of numerical or statistical expression and might afford a basis for 
those “‘ quantitative studies’ which he regarded as the main 
task before the rising generation.” 2 


II 


So much for the mathematical apparatus and the pure theory 
of the book. But for Marshall pure theory was “a very small 
part of economics proper and by itself sometimes even—well, not 
a very good occupation of time.’”’* As to mathematics, he thus 
describes his attitude : 


**T had a growing feeling in the later years of my work at the subject 
that a good mathematical theorem dealing with economic hypotheses was 
very unlikely to be good economics: and I went more and more on the 
rules—(1) Use mathematics as a shorthand language, rather than as an 
engine of inquiry. (2) Keep to them till you have done. (3) Translate 
into English. (4) Then illustrate by examples that are important in real life. 
(5) Burn the mathematics. (6) If you can’t succeed in 4, burn 3. This 
last I did often.” ¢ 


Thus, while the mathematical apparatus translated into English 

and the non-mathematical extension of it to cover the element of 

time formed the skeleton of the Principles, the bare bones had to 

be clothed in flesh before they could appear in public or claim to 
1 Pp. 101. 


2 “ The Old Generation of Economists and the New.” In Memorials, p. 301. 
3 Memorials, p. 437. 4 Ibid., p. 427. 
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rank as economics proper. To that end, Marshall read widely in 
history, pored over statistics and reports, travelled and observed ; 
and the Principles became a storehouse of information as well as 
a monument of ingenuity. This mode of treatment is in marked 
contrast to the method of Ricardo and Mill. It is a throw-back 
to Adam Smith; and here perhaps the notion that Marshall tried 
to reconcile divergent schools of thought is not altogether without 
foundation. 

For at the time when he wrote, the whole Ricardian method 
was under fire from the Historical School. He does not seem to have 
derived any results of importance directly from this school, and his 
view of the relation between history and economics differed widely 
from theirs. But Hegel’s Philosophy of History was an influence 
which he shared with them, and there can, I think, be little doubt 
that sensitiveness to their criticism and anxiety to meet what was 
sound in it account in some measure for the form which the 
Principles took and for certain features in its general outlook 
and detailed exposition. Marshall conceded that the Ricardians 
had confined their attention too narrowly to the facts of their 
own time and country! and that many of their conclusions 
had not the universality claimed for them by their followers and 
popularisers?; and was constantly on his guard against falling 
into a similar mistake. He recognised more fully than Mill and 
much more fully than Ricardo the influence of social customs and 
institutions on economic behaviour; and tried to weave it into 
the fabric of his system. He was acutely conscious that the free- 
dom of competition—or, as he would have it, the “ freedom of 
enterprise ’’—characteristic of the modern economy of the West 
was a very recent growth and that there were many parts of the 
world which it had as yet only begun to reach.2 The historical 
setting in which he saw the industrial system he was to analyse 
become somewhat veiled from his readers when the chapters on 
the growth of free industry, and enterprise with which the first 
edition opened were relegated to an appendix: but he himself 
never lost sight of it. His reply to the historians’ attack on 
analytical economics was the same as Jevons’: the usefulness of 
one method does not necessarily imply the uselessness of the other ; 
there is room for both and both are needed.‘ But his solution of 
the difficulty it raises was different. While Jevons fastened his 
hopes on a division of labour, a break-up of the science into 



















1 Pp. 762-3 [62-3]. 2 Pp. [63,] [66-7]. 3 £.g., p. [91]. 
‘ Pp. [76-7]. For Jevons’ view, see Principles of Economics and Other Papers, 
pp. 195-6. 
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separate branches or even separate sciences,! Marshall’s counter- 
measure was rather by way of a combination of methods—not 
only history permeated by theory but theory (as in the Principles) 
nourished, modified and illustrated by historical and contemporary 
fact. If any school of thought outside the Ricardian tradition 
set its mark on the Principles it was the Historical School, rather 
than the marginal utility school, that did so. 
There were other fronts, too, to defend. Closely allied to the 
- historians’ assault was the line of attack developed by the 
“ sociologists ’’ —Comte, in particular—who held that “ all the 
aspects of social life are so closely connected that they ought to be 
studied together’? and urged economists “to abandon their 
distinctive rdle and devote themselves to the general advance- 
ment of a unified social science.””? Then there were the 
moralists and romantics. Ruskin’s fulminations had followed 
the thunderings of Carlyle, the comparatively good-humoured 
_ chaff of the Mudfog sketches (1837-9) had led up to the acid 
satire of Hard Times (1854) and more widely, perhaps, than ever 
before (though this type of opposition had persisted from the very 
beginning of the century) “ political economists’’ were now 
“regarded as cold-blooded beings devoid of the ordinary feelings of 
humanity ” * who neglected the imponderables for hard facts and 
stressed the sordid pursuit of material gain to the exclusion of 
the tender emotions and higher aspirations of man—as Grad- 
grinds, in short. Meanwhile, the clear-cut maxims with which 
Political Economy had been associated in the popular mind had 
been so riddled with exceptions that they were coming to be 
accepted, if accepted at all, rather as practical rules of thumb than 
as scientific laws. Mr. Mill himself had lately (1869) thrown 
over what had been accounted one of its leading principles without 
putting anything inits place. A number of other writers (Cairnes, 
Mcleod and Hearn, for example) had been picking holes of more 
or less importance in its accepted doctrines. Its practitioners 
were known to be at variance not only on questions of practical 
policy, but also about the scope and method of their subject. 
Altogether, Political Economy had by the seventies lost a good 
deal of its once proud reputation. In the middle of the decade 
Bagehot could write : 


‘“* It lies rather dead in the public mind. Not only does it not exert the 
same influence as formerly, but there is not exactly the same confidence in it. 
Younger men either do not study it, or do not feel that it comes home to 
them, and that it matches with their most living ideas. . . . They ask, often 





1 Op. cit., pp. 197-8, 200-1. 





2 Pp. [65], 701. * Jevons, loc. eit., p. 190. 
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hardly knowing it, will this “ Science,’’ as it claims to be, harmonise with 
what we know to be sciences, or bear to be tried as we now try sciences ? 
And they are not sure of the answer.” + 


Marshall set himself to rehabilitate it in the general esteem. The 
Principles is an apologia for economics as well as an exposition 
of it: a kind of counter-Reformation, as one might say, directed 
against doubts within and denunciation from without the fold. 
Hence, I fancy, comes (in part at least) a feature of the book 
which grates a little on the modern ear: its reiterated insistence 
of the importance of character in economic affairs and those pious 
phrases and moralising asides which nowadays seem so out of 
place in a scientific treatise. Though allowance must be made 
for Marshall’s own temperament (typical of that earnest and self- 
critical age), it is difficult to resist the impression that his concern 
to set economics to rights with the moralists shows itself here. 
But a more scientific influence may also have been at work, 
derived this time from the sociologists. With the sociologists’ 
doctrines there could, indeed, be no synthesis. For, broadly 
speaking, they had no doctrines to synthesise. Comte and 
Herbert Spencer, despite their “‘ unsurpassed knowledge and great 
genius,” could “ hardly be said even to have made a commence- 
ment with the construction of a unified social science.”’? Mar- 
shall’s own view was that “‘ the whole range of man’s activities in 
society is too wide and various to be analysed and explained by 
a single intellectual effort.’ ? He refused firmly, as Mill had when 
he found his feet, to admit that a separate science of economics 
was impossible. Nor would he accept Mill’s suggestion that it 
must be purely hypothetical, based on the abstraction of certain 
motives and the assumption that men are governed by them 
alone, the necessary qualifications being introduced when its 
abstract principles are applied to concrete problems. It must 
and could deal with man as he is, seen in the round. Its claim to 
an autonomous existence was grounded on the fact that it is 
concerned with a field of activity in which the motive force of the 
desires, aspirations and emotions springing from man’s nature 
(the whole of it) could be measured: no abstraction from these 
was necessary. But in his Logic Mill had maintained that the 
general science of society must be founded on what he called 
“ethology ”—a science of human character—and in particular 
“ political ethology ”—“‘ the theory of the causes which determine 


1 Fortnightly Review, 1876, p. 216. Quoted by Jevons, loc. cit., p. 191, and 
reprinted in Collected Works, Vol. vii, pp. 92-3. 
2 Pp. 770. 3 Ibid. 4 Pp. 26-7. Memorials, p. 299. 
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the type of character belonging to a people or an age.’”’! May 
we not find in this line of thought (which was characteristic of 
the epoch) a partial explanation of much that distinguishes 
Marshall’s Principles from earlier and from later work ? 

At any rate we may be sure that Marshall did not modify his 
scientific doctrines simply for the sake of appeasement or to curry 
favour with the critics. “‘ Truth is the only thing worth having : 
not peace. I never compromised on any doctrine of any kind.” 2 
He must have been convinced that “the way in which the 
character of 1nan affects and is affected by the prevalent methods 
of the production, distribution and consumption of wealth ” 3 
was of the first importance scientifically : otherwise he would not 
have given it the prominence he did give it. Hegel, the historical 
school, the sociologists, the moralists and the romantics were all 
influences making for that conviction. To them must be added 
yet another element in the intellectual atmosphere of the time : 
the turn lately taken by the natural sciences. 


“At the beginning of last century the mathematico-physical group of 
sciences were in the ascendant; and these sciences, widely as they differ 
from one another, have this point in common, that their subject matter is 
constant and unchanged in all countries and in all ages. . . . As the century 
wore on, the biological group of sciences were slowly making way, and people 
were getting clearer ideas as to the nature of organic growth. . . . At last 
the speculations of biology made a great stride forwards; its discoveries 
fascinated the attention of the world as those of physics had done in earlier 
years; and there was a marked change in the tone of the moral and historical 
sciences. Economics has shared in the general movement; and is getting 
to pay every year a greater attention to the pliability of human nature.” 4 


Perhaps Marshall rather exaggerated the influence of this 
development on the work of his immediate predecessors, par- 
ticularly Mill’s.5 His own was profoundly affected by it. 

Biological conceptions of growth and decay, elimination and 
selection, are, as we have seen, brought in to solve even the 
problem of statical equilibrium. Consciousness that “if the 
subject-matter of a science passes through different phases of 
development, the laws of the science must have a development 


1 Op. cit., pp. 498, 500. Of course, “‘ character ”’ in this context is to be taken 
as equivalent to the untranslatable term 740s, which includes a great deal more 
than “ moral” character in the popular (and narrow) sense. My point is that a 
belief in the importance of a people’s 440s in determining its economic behaviour 
may have helped to reinforce Marshall’s insistence on the importance in that 
connection of the “ moral” elements included in the wider term—as well as 
explaining much else in his handling of economic problems. 

2? Memorials, p. 408. 3 Principles, p. 764 [65]. 

4 Ibid., p. 764: [64-5]. 

5 The first edition of Mill’s Principles was published eleven years before the 
Origin of Species: the third edition (in which the discussion of future changes in 
the social order took what was to all intents and purposes its final shape) seven 
years before. 
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corresponding to the things of which they treat ’’1 led to the 
explicit recognition that economic doctrines must to a great 
extent be relative to time and place.? Further, and more 
important, Marshall’s whole conception of the nature of economic 
change is coloured by what may be called the biological approach. 
For him, economic development can never be interpreted in 
terms of merely mechanical expansion or dynamic movement ; 
it is essentially a process of “organic growth”’ and the methods of 
the science must be adapted accordingly. Hence the very 
restricted sphere (more restricted as time went on) which he 
assigned to the path-breaking ideas of an “ equilibrium price ” 
and an “ equilibrium amount.” In spite of the care lavished upon 
them, the long-period supply and demand curves were cast for a 
minor réle only. They may serve a useful purpose by provision- 
ally isolating for separate and preliminary analysis some of the 
forces making for change at a particular moment and indicating 
the direction of their pressure. They cannot be used to forecast 
accurately and for any considerable distance into the future the 
direction in which outputs and values are likely to move, still less 
the position at which they may be expected to arrive. For any 
disturbance of the “ equilibrium ”’ position is liable to alter the 
conditions of the problem by modifying tastes, habits and technical 
knowledge—the swing-back will not follow the same course as the 
swing-out or return to the point cf departure ;* and, above all, the 
forces isolated operate in an ever-changing medium which they 
modify and in turn are modified by. In the struggle for survival, 
new species of business organisation are constantly emerging and 
old ones being eliminated according as they are fit or unfit to 
profit by their environment. With alterations in business 
organisation man alters too—mentally and morally : the alteration 
in his character alters the survival-value of the different types of 
business organisation: and so on endlessly. Marshall’s con- 
ception of economic change as “organic growth ”’ almost cer- 
tainly explains why he never developed a mathematical theory of 
economic dynamics. Quite certainly it reflects the intellectual 
climate of hisage. ‘“‘ The Mecca of the economist lies in economic 
biology rather than in economic dynamics.” * The epigram 
carries its date on its face. 


1 Principles, pp. [65], 764. 

2 Ibid., p. [90]. 

3 Ibid., pp. [425-7]. In the chapters circulated by Sidgwick the irreversibility 
of movement along the curves is indicated by barbs on the amount-axis. 
* Principles, p. vii. 
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Ii 


Thanks to Jevons and Menger and, in a lesser degree, to 
Walras, the revival of economic theory had begun before Marshall’s 
work saw the light. But the Principles made a big contribution 
to it, more especially in England. The impact of the book on the 
public mind has been described by Lord Keynes,! and need not 
be described again. It shows how exactly Marshall had gauged 
what was wanted at that moment: and how closely his outlook 
was attuned to the temper of his time. In scientific circles, too, 
its success was decisive and far-reaching. 

In England, it gradually acquired a position if not of such - 
exclusive dominance as Mill’s Principles had had in the generation 
after 1850, at least comparable with that. For the part of the field 
which it covers it became a leading text-book not only in its 
author’s own University but wherever economics was seriously 
studied. A whole generation of students—more than one, 
indeed, as academic generations go—was brought up on it. The 
equilibrium of demand and supply as the all-pervasive element 
in the pricing process, the balancing of small increments of costs 
and receipts, ‘ marginal productivity,” “elasticity,” ‘ substitu- 
tion,” the distinction between long and short periods, “ quasi- 
rent,” “prime” and “supplementary ” cost, the elegant and 
serviceable expository device of plane-curves, became the stock- 
in-trade of the professional economist. Ideas of this sort might 
very likely have permeated English political economy in any case. 
They were in the air. But as a matter of plain historical fact 
their prevalence is due to Marshall. In its country of origin 
Alfred Marshall’s Principles stands with Adam Smith’s Wealth of 
Nations and Ricardo’s Principles as one of the three great water- 
sheds in the development of economic ideas: with the usual 
qualifications, we may divide the history of English political 
economy into three distinct epochs—the Classical, the Ricardian 
and the Marshallian or reformed-Ricardian. 

That the book powerfully affected theoretical economics in 
the United States is also evident.2, Thought in the “Melting-Pot” 


1 Memorials, p. 47. 

* It is difficult for an Englishman to gauge the extent to which the book 
affected the course of ideas abroad. Tracing “ influences ’’ in the thought of a 
country which one does not know from inside is always risky: one is so apt to 
get the emphasis wrong and nuanceselude one. For information about the United 
States I have relied on the writings of American economists. As regards Germany 
and Austria, I have been much assisted by a letter from the authoritative pen of 
Prof. Schumpeter; as regards Italy by a conversation with Mr. P. Sraffa, who 
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is naturally somewhat eclectic, and in recent years one major 
schism at least has developed there. But both directly and 
through the work of such influential writers as F. W. Taussig and 
Prof. T. N. Carver (to name only two out of a number), the 
Principles played an important part in forming the ideas of the 
succeeding generation.1 To all appearances it must be accounted 
one of the foundation stones of modern American economics. 
Let two American witnesses corroborate :— 


‘“* Probably it is true that the bulk of the economic writings which have 
appeared in English since 1890, in their treatment of the problem of value, 
have been based on the ideas of J. B. Clark and Alfred Marshall, especially 
the latter. . . . American students, to a large extent, obtained their ideas 
on the marginal theory of value directly or indirectly from Clark, but .. . 
even in the United States Marshall’s writings had great influence.” * 


“The position of economic theory in the United States is at present 

[1928] too chaotically diverse to permit any precise generalising. But one 

might hazard the statement that a large part of it owes more to Marshall 

than to anyone else. . . . Alfred Marshall . . . still dominates the field of 
economic theory in a remarkable fashion in England, and to a lesser degree 

in the United States.”’ * 

On the Continent of Europe, the effect of the book was much 
less decisive—partly, no doubt, because of the delay in its publica- 
tion. By 1890, Central European economics had become largely 
impermeable to the new Ricardianism. In Austria the pioneering 
work of the great trio had already established a new and inde- 
pendent tradition, and the ideas and methods which they had 
introduced had taken too firm a hold to be easily overthrown or 
radically modified from outside. B6éhm-Bawerk and Marshall 
were, of course, well acquainted with each other’s contributions 
to the thought of the time and some minor inter-actions may 
perhaps be traced between them, but there was nothing like a 
fusion or large-scale borrowing on either side.4 In Germany, 





knows the economics both of that country and of England from the inside. To 
both of them, I offer my grateful thanks—and my humble apologies if my attempt 
to distil what they have told me into a few sentences has resulted in errors. 

1 Prof. Carver dissented on some points, but in the main his well-known Dis- 
tribution of Wealth (1904) follows Marshall’s method, while the apparatus 
used to expound the theory of value in Taussig’s widely-read Principles of 
Economics is wholly Marshallian. 

2 E. Whittaker: A History of Economic Ideas (1940), p. 453. Clark, who in 
years was nearly contemporary with Marshall, seems in the main to have worked 
independently and though his Distribution of Wealth (1899) has some remarkable 
resemblances to Marshall’s work its principal affinities are with the Austrians. 

’ P. T. Homan: Contemporary Economic Thought, p. 269 and p. x. 

4 Marshall’s work has, however, not been without influence even in Austria. 
Prof. Schumpeter writes: ‘‘My own generation—starting their University 
training, say, from 1900 to 1905—did read Marshall in the student stage. I 
know I did at all events. Later on, especially after the war, he came for a time 
into his own, though only with a restricted group to which, however, he became 
a teacher.” 
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the home of the historical school, abstract theory was at a heavy 
discount and the concessions which Marshall made to the his- 
torians’ attack on Ricard.an method do not seem to have been fully 
appreciated. At any rate German economic thought continued to 
develop on non-mathematical and non-analytical lines. Meanwhile, 
for those continental economists whose bent did lie in the direction 
of pure theory, Walras had provided a rival system, the more 
formidable because it displayed its mathematical apparatus to full 
view in all its undraped attraction instead of relegating it to foot- 
notes and appendices and wrapping it round with realistic 
qualifications and illustrations and the circumlocutions of ordinary 
speech. Thus the three streams of economic theory which took 
their rise in the seventies tended to flow in separate channels— 
the Austrian school, the Lausanne school and the English or 
Marshallian—instead of merging into a single flood, though there 
were, of course, more or less important percolations from one to 
the other. 

This does not mean, however, that the influence of the 
Principles on Continental thought was negligible. On the 
contrary, it was felt everywhere and in two countries at least 
which have made distinguished contributions to pure theory— 
Italy and Sweden—it was very strong. In Italy, as is well known, 
Marshall’s ideas were introduced at an early stage by Pantaleoni 
—the source in this case being in the first instance the chapters 
on The Pure Theory of Domestic Values circulated by Sidgwick 
and, in a less degree, The Economics of Industry. And though 
Pareto—a more original thinker than Pantaleoni—built largely 
on foundations laid by Walras, since his time what may be called 
the Marshallian tradition, albeit intermingled with other elements, 
seems on the whole to have got the upper hand of the Walrasian 
in the work-a-day teaching of the Italian school. In Swedish 
thought, the Lausanne influence has perhaps been more powerful. 
But here too the Principles left an evident and indelible mark.? 

Thus outside England and Austria, where the native systems 
established almost undisputed sway, Marshall’s Principles and 
the writings of Walras acted side by side to stimulate and mould 


1 Among the channels through which it did so, the work of Prof. Cassel 
may be selected for particular mention. No doubt his explicit references 
to Marshall are usually critical, but the whole form of the thought in his Nature 
and Necessity of Interest—the conception of interest as a “ price” paid for 
“ waiting ’’ and determined by the demand for and supply of it—is essentially 
Marshallian and in his Theory of Social Economy, a Walrasian analysis is com- 
pleted and made more general by the introduction of Marshall’s principle of 
substitution—though this is rather oddly described as ‘“‘ supplementary.” 
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the renaissance of theoretical economics in Europe. Without 
attempting to assess the relative importance of the various 
influences, it may safely be said that the English work must be 
given a place in the front rank. 

Marshall once defined a “ classical ’’ author as one who “ by 
the form or the matter of his words or deeds has stated or indicated 
architectonic ideas in thought or sentiment, which are in some 
degree his own, and which, once created, can never die, but are 
an existing yeast ceaselessly working in the Cosmos.”’! On the 
first count he easily qualifies for the title. Beyond dispute, the 
Principles contained “‘ architectonic ideas ” which were “ in some 
degree his own.” How has it stood the test of time ? 


IV 


In some ways it has obviously “‘ dated.” Its pious asides and 
prim moralisings are, as we have already observed, not in the 
modern taste, and the line of attack against which they were in 
part a defence has faded out, while ambitious projects for a unified 
social science (to which, as I have suggested, the stress laid on 
moral character may have been in some sort a concession) no 
longer excite the same interest. On that point, Marshall’s 
scepticism is now very generally accepted—except among those 
who still cling to the doctrines of that other eminent Victorian, 
Karl Marx. The political attitude, too, which shows through 
the argument in many places, and occasionally comes to the sur- 
face, is not sympathetic to the present generation. Individualism 
is, for the moment at least, a “‘ creed outworn,”’ and Marshall was 
individualist to the core. Not that he adhered to the dogmatic 
maxims of laissez-faire. On the contrary, one of the outstanding 
features of the Principles (it had appeared even in the earliest 
draft) was a logical refutation of laissez-faire theory—its practical 
limitations had, of course, long been recognised. Nor was he 
among those who defended the distribution of incomes which the 
existing social system had brought about, either on the ground 
that it was just or by the plea that it was necessary in order 
to maintain the supply of capital.2, He held that “in moderation” 
what he called the “ financial side’ of socialism, “‘ predatory ” 
and “rapacious” though it was, might ‘“‘ even be beneficial,” * 
and he was not opposed, in principle at least, to far-reaching 
measures for diminishing inequalities of wealth, provided that 

1 Letter to J. Bonar, Memorials, p. 374. 


2 See, for example, Principles, pp. 229-30; Memorials, p. 463. 
3’ Memorials, p. 462. 
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they were carried through by ‘“‘ means which would not sap the 
springs of free initiative and strength of character.”’1 It was 
the “‘ administrative side ”’ of socialism, the proposal to substitute 
public management for free enterprise and individual initiative 
that he viewed with alarm? and which led him, in a private 
letter, to describe the socialistic movement as “by far the 
greatest present danger to human well-being.” ? This attitude 
makes very little appeal to most present-day students of economics, 
young or old. It springs both from the intellectual climate and, 
what is more significant, from the industrial environment of 
Marshall’s time—more particularly of his earlier years, always of 
the most crucial period in forming a man’s general outlook. 

For Marshall’s main work was done when competitive capital- 
ism was at the zenith of its achievement. In little more than a 
century the system of “ free enterprise ’’ or ‘‘ economic freedom ” 
had revolutionised industrial technique, transport and communi- 
cations and had increased the productive power of the country— 
' indeed its production—out of all knowledge. There were shame- 
ful blots on its record, as Marshall was well aware :* abuses and a 
large “‘ residuum ” of grinding poverty remained, which he was 
as anxious as anyone to remove.5 But since the middle of the 
century at least it had steadily and substantially (though not 
without temporary set-backs) raised the real income of the mass 
of the people in spite of a rapid increase in their numbers. Even 
after the “‘ good years ’’ had come to an end, and throughout the 
dragging deflation of the later seventies and eighties, the improve- 
ment had gone on (it was not till near the turn of the century, 
when Marshall was already past middle-age, that a check definitely 
declared itself). All thishad been accomplished through individual 
initiative, the “ restless energy ”’ of business men going their own 
way and with no great help from Government beyond what was 
involved in razing obstacles and removing restrictions. More- 
over, with his broad historical perspective, Marshall saw it as a 
brief episode at the end of a long vista of comparative stagnation. 
With the removal of the barriers of custom and regulation at the 
end of the eighteenth and the beginning of the nineteenth century, 
economic development and the wealth of the nation had leapt 
forward at a pace almost, if not quite, unparalleled. Can we 

1 Principles, p. 714. 2 Ibid., pp. 712-13. 

3 Memorials, p. 462. 4 Principles, pp. 11, 177, 749, 750. 

5 Ibid., pp. 2, 714-5. 

6 For an account of the achievements of nineteenth-century capitalism from 


a source which is certainly not prejudiced in its favour, see 8. and B. Webb, The 
Decay of Capitaliet Civilisation, pp. 78-84. 
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be surprised if for him individual initiative, the “bold”’ and “free ” 
enterprise of the innovator, was the one thing above all others to 
be nursed and encouraged in order that progress might continue ? 
or if he was haunted by the fear that in a new form the shackles 
might be clamped on it once more and technical advance settle 
down again into the old sluggish tempo? Our experience has 
been different and our outlook has changed with the environment, 
but one wonders sometimes where the “ progressive ”’ intellectuals, 
so glib now with their sneers at “orthodox ”’ or “ apologetic ” 
economics, would have stood if they had been Marshall’s con- 
temporaries. 

To suppose that Marshall treated the capitalist system as 
part of the order of nature, or even that he thought of it as having 
been established once and for all would, of course, be ludicrous. 
Like Mill, though with less confidence, he looked for the eventual 
emergence of new forms of organisation and some kind of new 
social order.!_ His concern was lest they should come in a manner 
that would throttle enterprise and experiment and before the 
institutional and technical environment had evolved new motives 
and new traditions of behaviour that would preserve a driving- 
force for progress. 

‘** There is strong prima ~ cause for fearing that the collective owner- 
ship of the means of production would deaden the energies of mankind, and 
arrest economic progress; unless before its introduction the whole people 
had acquired a power of unselfish devotion to the public good which is now 
relatively rare.”’ ? 

One of his few ventures into practical politics was the sugges- 
tion, designed to reconcile public control with individual initiative, 
that undertakings which must necessarily have a monopolistic 
status should be leased for a limited term by public authorities 
to corporations tendering competitively, the competition turning 
on the “ price or the quality, or both, of the services or goods, 
rather than on the annual sum paid for the lease.””? And here 
and there he caught a glimpse of the way in which current changes 


1 See, e.g., p. 752, Memorials, p. 367. I doubt whether Marshall thought that 
the new order would or should be founded on the public ownership of property. 
As I read them, the indications are to the cantrary. In comparing his attitude 
to the capitalist system (and to socialism) with Mill’s, one must remember that 
Mill’s Principles belongs to the first half of the century, when the improvement in 
the position of the mass of the people had not decisively declared itself. So, too, 
though the first volume of Das Kapital was not published till 1867, Marx was then 
forty-nine years of age and his basic ideas had been formed long before and in a 
different environment. 

2 Principles, p. 713. 

3 From his presidential address to the Economic Section of the British 
Association, 1890. Memorials, p. 277. 
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in industry might be developing motives and behaviour-patterns 
by which progress might be preserved under new forms of 
organisation. In a noteworthy passage, he points to the growth 
of professional pride, intellectual ambition, the desire for reputa- 
tion, distinction and group-approval, among the technicians and 
the new managerial class brought into prominence by large-scale 
undertakings as forces which might counteract “‘ the tendency to 
ossification’ set up by “the growth of large businesses, and 
especially those under public control.” 1 Itis the note of caution, 
the suspended judgment and the estimate of the speed of social 
change (comparable with the secular evolution of biological species) 
which so sharply distinguish his outlook from that of the present 
generation. 

But, after all, what is important and interesting about Marshall 
is his contribution to science, not his political opinions or his 
valuation of the capitalist system. Of these there are scarcely 
any explicit statements in the Principles. And though they may 
have had something to do with the tone of the book and its turns 
of expression, they did not, I think, have any substantial effect 
on his scientific conclusions. Except perhaps in one particular— 
namely, that he was inclined to over-estimate the strength of 
competition in its struggle against the tendencies making for 
monopolisation. For he dreaded monopoly almost as much as 
he dreaded premature socialisation: and largely for the same 
reason—that it was likely to deaden initiative and keep down 
constructive ability.2 Moreover, if monopoly was coming any- 
how, the case against socialisation was greatly weakened. There 
is danger of misjudging him here. The evidence we have now 
was not at his disposal, Nevertheless, it looks to me as though 
in this matter the wish was to some extent father to the thought. 

Be that as it may, the decay of what may be called “ atomic ”’ 
competition—+.e., competition between a large number of small, 
closely-knit units—is the main change in industrial structure 
which distinguishes our time from his and has done more than 
anything else to render his theoretical analysis inapplicable to 
the world of to-day. The analysis does not, indeed, proceed on 
the assumption that competition is perfect. At the outset of his 
studies Marshall had “‘ believed it was possible to have a coherent 
though abstract doctrine of economics in which competition was 
the only dominant force,” but he came to “ regard that position 


1 Memorials, pp. 308-9. From The Old Generation of Economists and the New 
(1896). 
* Principles, p. 8. 
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as untenable from an abstract as well as from a practical point of 
view,” 1 and, as we have seen, market-imperfection assumed 
increasing prominence in his treatment of the theory of value 
as time went on. Nor did he neglect monopoly proper. The pure 
theory relating to it is worked out, if not completely, at least very 
fully and with great elegance in Book V, ch. xvi, of the Principles. 
It is the territory between atomic competition and absolute mono- 
poly that the pure theory of the book does not cover at all satis- 
factorily. And it is precisely this territory which has been so 
greatly enlarged by the development of the joint-stock company 
and the advantages (or necessity) of large-scale control. The 
conflict of interests within the firm; the interpenetration of 
interests between firms through interlocking directorates, share- 
_ holdings, subsidiary concerns and the like; the domination of an 
industry by a few large units; the intermixture of public and 
private control as seen in the various types of semi-public cor- 
poration and of regulating boards and devices ;—these are the 
features of modern industrial structure which find little or no 
place in the analytical framework of the Principles and give it a 
rather obsolete appearance. References to them are not wanting.” 
Indeed, the tendency for an industry in which internal economies 
act strongly “ to fall almost entirely into the hands of a few large 
firms ’’* is a recurring theme. But even in that case we are 
simply told that 
“The production of [the] commodity really partakes in a great measure 
of the nature of a monopoly; and its price is likely to be so much influenced 
by the incidents of the campaign between rival producers, each struggling 
for an extension of territory, as scarcely to have a true normal level.”’ ¢ 
There the matter is left. Partly, no doubt, because it is closely 
related to the problems raised by combinations and trusts which 
were expressly reserved for consideration in a later volume; ® 
partly perhaps because Marshall held that combinations tended 
to develop into consolidations approximating to full monopoly.® 
But the last sentence in the passage just quoted suggests that he 
also accepted the view that value under monopolistic competition 
is theoretically indeterminate, and concluded accordingly that 
pure analysis could not accomplish much in that field. At all 
events, when the promised continuation at last appeared’ the 
treatment was almost entirely historical and descriptive and 
made no attempt to fill the gap in the pure theory. Meanwhile 


1 Memorials, p. 414. 2 See, for example, pp. 604, 304. 
> P. 397. 4 Ibid.; cf. p. 805. 
5 Pp. x, v, 660, 722. 6 Memorials, pp. 271, 274. 


7 Industry and Trade (1919). 
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that gap had been widened by a small but highly significant 
change introduced in the sixth edition of the Principles. 
After the famous “trees of the forest ’’ simile, earlier editions 
had proceeded “as with the growth of trees, so is it with the 
growth of businesses ...’’1 In the sixth, the sentence was 
re-written so as to read, “so was it with the growth of businesses 
as a general rule before the great recent development of vast 
joint-stock companies, which often stagnate, but do not readily 
die. Now that rule is far from universal, but it still holds in 
many industries and trades.”’* This inconspicuous change of 
wording really knocks away—-so far as a large and growing section 
of industry is concerned—the main prop on which the recon- 
ciliation between atomic competition and increasing returns had 
rested. For external economies, though they may explain how 
a diminishing supply-price may arise where internal economies 
do not exist, do not constitute an effective obstacle to the elimina- 
tion of the small unit when these do exist : while market-imper- 
fection, through the openings it affords for advertisement, selling- 
devices, proprietary brands, goodwill and the rest, acts almost 
as strongly in favour of large-scale businesses as against them. 
As yet very little has been done, in England anyhow, towards 
filling this gap. The development of the scientific analysis has 
not kept pace with the development of the subject-matter of the 
science. Recent elaborations of the pure theory of “ imperfect 
competition ”’ have followed closely the lines laid down by 
Marshall more than forty years ago. The device of setting the 
cost or supply curve of the individual firm against its own 
individual demand curve is due to him—as Mr. Sraffa acknow- 
ledged in the celebrated article to which its present vogue is due.® 
Moreover, the two leading propositions derived from it and now 
so familiar in every lecture-room—namely, that in equilibrium 
(1) the scale of the firm is determined by the equation of the 
final increment of its receipts with the final increment of its 
outlay, and (2) the number of firms in an industry by the rule 
that the total receipts of the firm on the margin of entry must 
be equal to its total costs—are essentially his.‘ True, the 
“ marginal revenue curve ” is a neat and handy tool which has 


1 Fifth edition, p. 316. 2 P. 316. 

8’ Economic JouRNAL, Vol. XXXVI, p. 526. 

‘ The first is clearly stated in the Mathematical Appendix, Note XIV, 
pp. 848-50. For the second see, in particular, pp. 373, 377, 459-60. 

Marshall usually writes of the costs of the “representation ’’ not of the 
“ marginal” firm. But this only makes his theory more general by allowing 
for the case in which individual firms may rise and fall while the output of 
No. 208.—VOL, Lil. Y 
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been used with effect both in expounding these propositions and 
in problems of monopoly, and it has evidently come to stay. 
But useful as it is, it is no more than a geometrical version of 
Marshall’s algebra. The change which has occurred in this part 
of the subject is pedagogic. For expository and educational 
purposes, it has been found convenient to bring the general case in 
which a firm’s output appreciably affects price into the foreground, 
so as to illuminate the common element running through the 
particular cases of monopoly, atomic competition in an imperfect 
market and perfect competition; whereas Marshall preferred to 
keep all this in the background and to go straight to the special 
cases which he thought important in a preliminary survey of the 
forces at work in the industry of his time. This change also has 
probably come to stay. It means that the Principles will lose, is 
indeed already losing, its pre-eminence as a text-book. But, 
once again, it is a change in the manner of exposition, not in the 
substance of the doctrine expounded. It in no wise extends 
or modifies the theory of the Principles so as to cover recent 
modifications of industrial structure. Markets have not become 
less perfect in the last fifty years—rather the contrary: the 
significant developments have been the domination of industry 
by large units (“‘ oligopoly ’—to use the fashionable phrase) and 
the increasing complexity of the controls. Valuable work has 
lately been done by various workers (Dr. Zeuthen,! Prof. Chamber- 
lin 2? and Mr. Kahn,’ for instance) on the theory of duopoly and of 
bi-lateral monopoly and Prof. Pigou’s analysis of “ exploitation ” 
is an important contribution to the distributional aspect of this 
type of problem.4 Nevertheless the general theory of value and 
distribution as a whole has scarcely advanced at all into that part 
of the field at which the Principles stopped short. It is still 
concerned almost exclusively with the case of pure monopoly on 
the one side and on the other with atomic competition, ‘ perfect ” 
or “ imperfect.” 

In England, indeed, there has been some tendency to retreat 
by confining the theory of imperfect competition to the special 





the whole industry remains unchanged. When he resorts to a more narrowly 
statical analysis, the marginal firm, in fact though not in name, duly appears 
(see his construction of the “ particular expenses curve,’’ Appendix H, p. 811 
and cp. p. 373). 

1 Problems of Monopoly and Economic Warfare (1930). 

2 The Theory of Monopolistic Competition (1933). 

3 Economic JOURNAL, 1937, pp. 1-20. 

4 Economics of Welfare, pp. 556-7, 813-4. See also his Principles and Methods 
of Industrial Peace and the corresponding chapter in Economics of Welfare (Part 
III, ch. vi.). 
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(and almost non-existent) case in which the individual firm 
produces only one “line” and cannot affect the demand for its 
output by advertisement and other selling devices : 1 a tendency 
which illustrates a more general departure from the example set 
by the Principles. 

The attempt to fuse realistic study with theoretical analysis 
has, on the whole, not been followed up. By and large, recent 
theory, so far as it relates to the problems of value and distribu- 
tion, is at a higher level of abstraction than Marshall’s. The limited 
réle which he assigned to mathematics has generally been accepted 
in his own country, notably by those few economists who have 
had a mathematical training. (Contrast in this respect the work 
of Lord Keynes, who came to economics from the Mathematical 
Tripos, with that of Prof. Pigou, who came to it from history.) 
But analytical and descriptive work have tended to fall into 
separate compartments and even into different hands—in accord- 
ance with Jevons’ forecast rather than with Marshall’s practice. 
Allied to that development is the tendency within the theoretical 
compartment for mechanical concepts and analogies to regain 
their primacy. Partly no doubt this has been due to the itch for 
precise results : not all of us are content to act on the late Prof. 
Wildon Carr’s admirable motto (which might well have been 
Marshall’s), “It is better to be vaguely right than precisely 
wrong.” Partly, perhaps, it may be attributed to the stress laid 
—unavoidably—in academic teaching on those parts of the 
subject which the beginner finds most difficult. Would it be 
fanciful to connect it also with the fact that among the natural 
sciences physics has once more taken over the lead from biological 
studies (in the popular imagination at least), and to see in it 
evidence of some kind of cyclical movement in ideas which affect 
all scientific enquiries alike? Whatever the explanation, the 
fact is plain. In those parts of economics with which the 
Principles was concerned, there has been a distinct reversion to 
Ricardo’s method and away from the Marshallian blend of realism 
and abstraction: a return to the mechanical as against the 
biological approach. How far this development also wili be 


1 This is not true of the United States. Prof. Chamberlin’s pioneer Theory of 
Monopolistic Competition treats at length of selling devices and product-differentia- 
tion as well as oligopoly. 

2 Marshall’s hope that economics would attract students trained in the 
mathematical and physical sciences (Memorials, pp. 171-2) has, on the whole, 
not been fulfilled in his own University. Not only his successor in the chair, but 
the great majority of the teaching staff at Cambridge since his time have been 
recruited from the “ literary ’’ subjects. 
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lasting it is impossible at present to say. There are already some 
signs of a reaction—in a form which would have been especially 
welcomed by Marshall—viz., an attempt to check and modify 
theoretical analysis by the use of statistics. But as yet it has not 
made much headway. 

Meanwhile, the fading out of biological analogies has not been 
accompanied, as might perhaps have been expected, by any 
widespread attempt to analyse the process of economic change in 
terms of dynamics. Some movement in this direction there has 
been,! but up to the present it has not resulted in a wide or far- 
reaching advance, still less in a re-statement of the theory of 
value and distribution superseding Marshall’s. Yet this is the 
point at which the apparatus of the Principles strikes one as least 
satisfactory and where its author seems to have been least 
satisfied with it. Marshall was well aware that the plane curves 
of demand and supply are not a fully adequate instrument for 
dealing with an irreversible process in which a change in demand 
may permanently affect the conditions of supply and vice versa.* 
Hence the very restricted place which he gave to them (and to the 
corresponding equations) and the stress he laid on the limitations 
of statical assumptions when the economies of large-scale opera- 
tions act strongly. Hence also, it may be, the somewhat greater 
prominence accorded as time went on to the particular equilibrium 
of individual industries. For, although the device of repre- 
senting the price that has to be paid for labour and for capital as 
a function of the aggregate amount required was an improvement 
on the practice of treating them as constants, the irreversibility of 
the process to be analysed is even more patent here. The rising 
long-period supply price of labour definitely depends on the effect 
of high earnings on habitual standards of life and the rate at 
which capital is forthcoming is significantly influenced both by 
the income to which those who supply it have been accustomed 
and the expectations which experience has implanted in them. 
It is noteworthy that Marshall, while arguing, after a very 
cautious survey of the evidence, that labour, capital, and ability- 
in-command-of-capital had at the time when he wrote definite 
supply-prices, never actually applied his supply and demand 
curves to the agents of production. In fact, his apparatus is 
adapted to display some only of the major influences on which 
the determination of the system of prices depends. He was 


1 E.g. in the work of Prof. J. R. Hicks and the Swedish school. 
2 See above, p. 312. 
3 Pp. 460-1, 805-12. 
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constantly feeling his way to a more complete solution. As, for 
instance, in the following passage :— 

“The unsatisfactory character of these results [relating to increasi 
returns] is partly due to the imperfections of our analytical methods, an 
may conceivably be much diminished in a later age by the gradual improve- 
ment of our scientific machinery. We should have made a great advance if 
we could represent the normal demand and supply price [of a commodity] 


as @ function both of the amount normally produced and of the time at 
which that amount became normal.”’ ! 


and in the footnote attached to it, containing suggestions for a 
three-dimensional diagram. One might have anticipated that an 
attempt to supply the deficiency would have presented itself to 
his readers as the outstanding task to be undertaken now that 
the confusions of the older statical theory had been cleared up 
and the gaps in it filled. 

That so little has been done in this direction may be partly 
explained by a feature in the economic history of our own time 
which has tended to divert attention to a matter of much more 
urgent practical importance—the problem of unused capacity, of 
workless men and idle or half-idle plant. The extent and persistence 
of unemployment in the last quarter of a century distinguishes 
the experience of our generation from Marshall’s even more 
strikingly than the growth of concentrated and complex controls. 
And here theory has made a big advance, involving what may 
prove to be a really radical departure from the standpoint adopted 
in the Principles. From that “preliminary volume” monetary 
factors are excluded by the assumption that the purchasing power 
of money is constant.2 This corresponds to and was probably 
suggested by Ricardo’s assumption that the money-stuff, the 
numeraire, is a produced commodity with a constant marginal cost 
in terms of capital and labour and that the technical coefficients 
relating to it constitute a kind of norm about which those relating 
to other commodities are distributed :* an assumption which 
simplified his problem by limiting it to what was in effect a sort 
of barter-economy and contributed not a little to the traditional 
separation of the theory of money from the theory of value and 
distribution. Inits Marshallian form (which is in part a reflection 
of the increased importance of credit-instruments as compared 
with hard money) its implications are subtler, more far-reaching 
and in a sense more treacherous because they are less easy to 
trace. To follow them out in detail or to inquire how far Marshall’s 


1 P. 809; cf. p. 463 n. 
2 Pp. 62, [9]. 
3 Works, pp. 28-30. 
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assumption succeeded in shutting out monetary influences would 
take us too far. It must suffice to remark that in determining 
the scale of the whole system of outputs monetary influences, as 
we can all see now, play a leading part, and that therefore a theory 
of general (as distinct from particular) equilibrium must take them 
into account if it is to explain even approximately the forces at 
work in the real world to determine the relative values of the 
commodities which make up the system and the rewards of the 
agents used in producing them. In explaining the different 
levels of economic development achieved by different races or in 
different parts of the world or in widely separated historical 
epochs and the causes underlying the slow climb from primitive 
savagery to mechanical civilisation, a somewhat exclusive stress 
on ‘“prospectiveness” and “self-control,” the comparative 
weight given to present and future benefits, to leisure and 
acquisition, does no great harm. (The Principles is more con- 
cerned with explanations of that kind than is commonly supposed.) 
Moreover, at a time when the capitalist system had not lost its 
initial élan and the underlying psychological and technical 
conditions were making strongly for further expansion, a theory 
of value and distribution which provisonally ignored the money 
mechanism did not involve a very serious distortion of contem- 
porary fact. Evenso, it was incomplete and lacked both generality 
and precision. For it did not cover some of the principal factors 
on which (on any but a very telescopic view) the rate of progress 
and hence not only the aggregate volume of investment and 
output but also the system of relative outputs and prices must 
always to some extent depend in a monetary economy. 

There is some recognition of this in a neglected passage at the 
end of the Principles which points forward to what was to have 
followed in the later volumes.1 But it does little more than 
underline the qualifications of Say’s Law, which had been clearly 
stated in an early essay of Mill’s? (and rather covered up in his 
Principles)—namely, that the power to buy does not necessarily 
imply the will to buy and that the periodical recessions of industry 
are due to people’s (more especially business men’s) refusal, 
principally owing to lack of confidence, to lay out the money and 
credit at their disposal. Unlike Malthus, who had anticipated 
him by insisting in the teeth of Ricardo’s opposition that the 
interaction of supply and demand is paramount at every point in 
the pricing process, Marshall did not attempt to apply the supply 


1 Pp. 710-11. 
3 Essays on Unsettled Questions in Political Economy, pp. 69-72 (2nd ed.). 




















1942] MARSHALL’S PRINCIPLES IN ECONOMIC THEORY 327 


and demand apparatus to output as a whole. And Malthus’ 
attempt was baulked by his failure to shake himself free from the 
associations of the Ricardian barter-economy. It was left to 
Lord Keynes, approaching the problem from the monetary side, 
to carry this line of thought through to a triumphant conclusion 
and to revolutionise all our ideas by doing so. The re-integration 
of the theory of money with the theory of value and distribution 
which is thus called for has not yet been accomplished. It is too 
early to say how large a departure from the Marshallian analysis 
it will involve. That some re-statement will be necessary is 
already evident. 

Thus in two outstanding respects—viz., (1) the comparatively 
slight treatment of competition and bargaining between large 
units and of complex industrial controls, and (2) the neglect of 
aggregate money demand and money cost in the analysis of 
general equilibrium—the superstructure of the theory contained 
in the Principles shows obvious traces of the conditions prevailing 
when it was built up.1 It is a subtle and masterly analysis of 
the leading forces at work in the determination of relative prices 
when individualistic capitalism had got well into its stride and had 
transformed industrial technique but still retained much of its 
initial expansionist force ; and when the new forms of organisation 
opened up by the principle of limited liability and the mono- 
polistic tendencies inherent in the economy of large-scale operation 
were making themselves felt but had not yet overrun a great part 
of the field. Inevitably it is less well adapted to the conditions 
which have emerged after the passage of more than half a century.” 

But underlying the superstructure was a broader and more 
general system of ideas.* How far can these still be of service 
in handling the problems of the present and the coming generation ? 

Prophecy in such a matter is rash, but at present many of 


1 It must be remembered, however, that combinations and money were 
reserved for later treatment. 

2 The relativity of economic doctrine was a well-recognised principle with 
Marshall. See, for example, Principles, p. 37: “‘ Every age and every country 
has its own problems: and every change in social conditions is likely to require 
a new development of economic doctrines’: also the letter written in 1915 to 
Mr. C. R. Fay: ‘‘ A thousand years hence 1920-70 will, I expect, be the time for 
economic historians. It drives me wild to think of it. I believe it will make my 
poor Principles, with a lot of poor comrades, into waste paper ”’ (Memorials, pp. 
489-90). 

8’ The task which Marshall set before his own generation of economists was 
not so much to construct formulae immediately applicable to practical affairs 
as to build—or rather finish building—an organon, an instrument of thought, 
applicable to a variety of differing problems. See his Inaugural Lecture delivered 
at Cambridge in 1885 (Memorials, pp. 171; 159-61). 
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them certainly look like permanent acquisitions. The principle 
of mutual determination, for instance; the balancing of marginal 
investments of cost and advantage; the distinction between the 
short-period and long-period elements in cost; the notion of 
“elasticity; are all playing a lively part somewhere or other 
in the various branches of current economic theory. Witness, 
for example, Lord Keynes’ application of the demand and supply 
schedules to output as a whole and the part played in his analysis 
by the balancing of the marginal productivity of capital against 
the price that has to be paid to compensate for liquidity prefer- 
ence. Witness also the numerous recent discussions of the 
principles which should govern a collectivist state in determinng 
the amount of investment and the distribution of its resources 
between alternative uses.1 And they correspond, surely, to 
actual phenomena which must persist in one shape or another 
under any form of organisation and in any social system. 

At first sight, it might appear that in a totalitarian régime 
what Marshall seems to have regarded as the most general and 
universally applicable element in his construction, the psychological 
conception of real cost, must be ousted by the notion of “ oppor- 
tunity cost.”” But on second thoughts is that so certain? The 
last few months have indeed shown clearly enough that the 
pre-war stresses and strains between the peasants and the 
industrial or dominant elements in the U.S.S.R. arose partly from 
the necessity of choosing between “ guns and butter.”’ But did 
they not also represent a conflict between the rival claims of jam 
to-day and more jam to-morrow—the divergent pulls of the desire 
to consume now and the advantages offered by long-term invest- 
ment? and was not the line actually adopted the outcome of 
some kind of balance between these pulls? Again, two of our 
most eager admirers of the Soviet régime attribute the inequality 
of incomes which it has instituted (or preserved) between various 
grades of labour to the necessity of providing an incentive which 
would induce workers to undertake prolonged courses of training 
or to sacrifice their leisure in acquiring technical skill.2_ You may 
drive out real cost with a pitchfork, but it has an awkward way 
of coming back. 


1 £.g., H. D. Dickinson, Economics of Socialism (1939); E. F. M. Durbing, 
EconoMIc JOURNAL, 1933, pp. 676-690; M. H. Dobb, Economic JouRNaL, 
1939, pp. 713-28. 

2 S. and B. Webb: Soviet Communism (1936), p. 710. Compare pp. 711 
and 715 where it appears that wage-rates are adjusted not only to the “ difficulty 
of the work ”’ but to “‘ the sanitary conditions ’”’ under which it is done and local 
variations introduced in order to induce people to move to or stay in the places 
where they are wanted. 
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The main difficulty, in this connection and in others, seems 
to lie in applying precise scientific methods to the action of 
large masses, particularly when they are composed of hetero- 
geneous elements whose interests may diverge. It may be that 
material of this kind is beyond the reach of exact analysis 
and determinate results. If so, the future of positive economic 
theory, as distinct from welfare economics, is not bright. 
The refinements of exact analysis may still be helpful in 
ascertaining how public authorities and large-scale private 
associations ought to behave—in determining “ ideal ”’ outputs, 
the distribution of resources which would yield “ maximum satis- 
faction”? andsoon. They will be of little or no use in explaining 
how they do behave—what outputs and what distribution of 
resources they can in fact be expected to produce. On the other 
hand, it may be that a solution will be found in the direction to 
which Marshall’s ingenious contrivance of ‘‘ compromise benefit ”’ 
and his modest application of it in Industry and Trade? seem to 
point. But this is speculation. The economics of groyp-action, 
of collective control, massive competition and mass bargaining 
have yet to be written. What we can say with confidence is 
that Marshall’s Principles contributed to the corpus of scientific 
ideas elements which were not only “architectonic” and “ in 
some sense his own,” but are still ‘‘ an existing yeast working in 
the Cosmos” and far from dying. On the evidence so far 
available, its author abundantly deserves the title ‘“ classical” 
even on his own somewhat exacting standard. 

G. F. SHove 
King’s College, 
Cambridge. 


1 Principles, pp. 488-493. 2 Pp. 425-6. 








THE EVOLUTION OF MARSHALL’S PRINCIPLES OF 
ECONOMICS 


WHEN the First Edition of Marshall’s Principles appeared 
in 1890, he was already a man of forty-eight years of age. He 
had actually been teaching economics since 1868, and had brought 
out his first book, the small Economics of Industry, written in 
collaboration with Mrs. Marshall, in 1879. The Principles was 
therefore the work of a man who had been studying and thinking 
economics for a quarter of a century. Before he published his 
great treatise he had fought his way through his difficulties, 
largely with the aid of mathematics, and had attained to a clear 
conception of what he considered to be the fundamental analytical 
tools needed in the handling of economic problems. 

Having regard to the maturity of Marshall’s thought when 
he first published his Principles, it is scarcely surprising if there 
were no changes of major importance in his theory in the thirty 
years which elapsed between the appearance of the First Edition 
in 1890 and that of the Eighth and last Edition in 1920.1 

All Marshall’s chief contributions to economics as a science 
are to be found already stated in the 1890 Edition: the treat- 
ment and classification of value problems with reference to the 
time element, and the discovery (to quote Lord Keynes) of “a 
whole Copernican system, by which all the elements of the 
economic universe are kept in their place by mutual counterpoise 
and interaction ”’; 2 the use of the notion of a partial equilibrium 
as a tool of analysis, combined with the resolute refusal to cir- 
cumscribe the ever-changing realities of the economic world 
within the strait-jacket of the Stationary State; the recognition 
of the importance of expectations; the notion of substitution at 
the margin; the concept of consumer’s surplus; the formulation 
and definition of elasticity of demand; the doctrine of quasi- 
rent; the rédle of internal and external economies in relation to 
increasing returns; the notion of the representative firm; the 
limitations of the doctrine of maximum satisfaction; the national 
dividend, regarded as at once the aggregate net product of, and 
the demand for, all the factors of production. The list is a long 
one, and could be further extended. What took place in the 


1 This is clearly indicated in the Prefaces to the successive editions. 
2 Memorials of Alfred Marshall, edited by A. C. Pigou, p. 42. 
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later editions was essentially a process of elucidation and attempted 
clarification rather than of the introduction of new ideas and the 
modification of old ones. As Marshall once somewhat ruefully 
admitted to the present writer, he felt that his strength did not 
lie in exposition, and he was driven by the controversies and 
misunderstandings which his book evoked to seek incessantly to 
find new words in which to clothe his ideas in the hope of making 
clear his real meaning. 

In the First Edition 1 (1890) the Principles was divided into 
seven Books. Books I-IV covered substantially the same ground 
as in all the later editions; Book V, entitled “The Theory of 
the Equilibrium of Supply and Demand,” dealt with value in 
short and long periods, with the doctrine of maximum satis- 
faction and with the theory of monopoly, Book VI, entitled 
“Cost of Production further Considered,” dealt chiefly with 
the relation of rent and quasi-rent to value, with substitution 
at the margin and with the distinction between prime and supple- 
mentary costs; Book VII, entitled ‘‘ Value or Distribution and 
Exchange,” covered the theory of distribution. 

The principal change in the Second Edition (1891) consisted 
in the reduction in the number of Books to six as a result of the 
amalgamation of Books V and VI to make the new Book V, 
while Book VII became Bock VI. The chief purpose of the 
change, according to the Preface, was “to throw further light 
on the position held by the element of Time in economics, and 
to show more clearly how Time modifies the reciprocal influence 
of the earnings of workers and the prices of the goods made by 
them. For as regards fluctuations in short periods the leading 
role is held by prices, and a subordinate one by earnings: but 
as regards the slow adjustments of normal value their parts are 


1 The following is a list of the different editions of the Principles of Sheneaiie 
with their dates: 


First Edition 1890. Principles of Economics, Vol. I. Pp. xii + 754. 

Second Edition 1891. Principles of Economics, Vol.I. Pp. xxx + 770. 

Third Edition 1895. Principles of Economics, Vol.I. Pp. xxxi + 823. 

Fourth Edition 1898. Principles of Economics, Vol. I. Pp. xxix + 820. 

Fifth Edition 1907. Principles of Economics, Vol. I. Pp. xxx + 870. 

Sixth Edition 1910. Principles of Ec ics. An introductory volume. 

. xxxii + 871. 

Seventh Edition 1916. Principles of Economics. An introductory 
volume. Pp. xxxii + 871. 

Eighth Edition 1920. Principles of Economics. An introductory 
volume. Pp. xxxiv + 871. 





There were thus eight editions over a period of exactly thirty years, or an 
average of a new edition in slightly less than four years, but only one year 
separated the First Edition from the Second, while nine years elapsed between 
the Fourth Edition and the Fifth. 
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interchanged; and the influence which prices exert on earnings 
is less than that which earnings exert on prices.” 
It was also in this Preface that Marshall wrote : 


To myself personally the chief interest of the volume 
centres in Book V: it contains more of my life’s work than 
any other part; and it is there, more than anywhere else, 
that I have tried to deal with unsettled questions of the 
science. 


It was in the Second Edition that the Representative Firm 
made its first official bow to the economic world, although the 
idea was already present in the First Edition when he said that 
when seeking the normal supply price under increasing returns, 
*‘ we must select as representative a business which is managed 
with normal ability and so as to get its fair share of the economies 
both Internal and External resulting from industrial organisa- 
tion’! (First Ed., p. 523). This was, however, the only instance 
in the First Edition of the use of the word “ representative ” in 
this connection, whereas in the Second Edition the Representa- 
tive Firm as such was given an important place in the discussion 
of normal value, especially in Book V, Ch. XI, “ The Equi- 
librium of Normal Supply and Demand concluded. Multiple 
Positions of Equilibrium.” 

In the Third Edition (1895) Marshall’s powers as a writer 
were perhaps at their peak, and it is difficult not to feel that 
from then onwards the process of polishing and compression to 
which the Principles was subjected, even though it was combined 
with expansion in certain directions, did a good deal to devitalise 
the book and to rob it of the freshness and spontaneity which 
characterised it in this and the two earlier editions. 

In the Preface Marshall explained that several chapters had 
been re-written, “chiefly in order to meet the need, which 
experience has shown to exist, for fuller explanation on certain 
points.” In the five years which had elapsed since the First 
Edition a large critical and controversial literature had grown 
up round the Principles, and it was in this Third Edition that 
Marshall had the opportunity of justifying and defending his 
position in the light of the criticisms which it had encountered. 
That he was not more successful in disarming many of his critics 
‘was due partly to the inherent difficulties in the task he had set 


1 Cf. Marshall’s letter to Flux of March 7, 1898: ‘‘ The chief outcome of my 
work in this direction [increasing returns], which occupied me a good deal 
between 1870 and 1890, is in the Representative firm idea . . .”’ (Memorials, 
p. 407). 
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himself of formulating a satisfactory theory of value in terms 
of cause and effect which would illumine, if it did not solve, 
the problems of the real world; and partly to his own impatience 
with rigid definition and an excessive tendency to let the con- 
text explain his meaning. Thereby he laid himself open to an 
unnecessary extent to that common practice of critics of trying 
to find how much stupidity and nonsense they can extract from 
the work they are considering, instead of seeking for that inter- 
pretation of a doubtful passage which would be most consistent 
with the general position of the author, and which would not 
convict him (if he is a man of high standing) either of inexcusable 
carelessness or of the most elementary blunder in logic. That 
Marshall’s own conception of ambiguity was not a very stringent 
one can be seen from another part of the Preface to the Third 
Edition, in which he said : 


The ambiguous term “ determine” has been displaced 
in spite of its prestige by “govern” or “indicate” as 
occasion requires. 


Marshall himself picked out two changes as being of chief 
importance in this edition : the new form of the first two chapters 
of Book VI and the alteration in the definition of capital. Of 
the former he said : 


In the earlier editions the reader was left to import into 
them the results of the preceding Books. But I had under- 
rated the difficulty of doing that; as is shown by the fact 
that able and careful critics both at home and abroad have 
raised objections to those chapters which had been antici- 
pated in other parts of the volume. It seemed necessary 
therefore to embody in those central chapters a good deal 
that had been said before, and to supplement by still further 
explanations. 


Although certain additions and deletions were made later, 
these two “ central chapters’ embodying his general theory of 
distribution remain substantially as they were framed in the 
Third Edition. 

The second change caused Marshall more worry and heart- 
searching than many a decision of far greater intrinsic import- 
ance. He says in the Preface : 


The Chapters on Capital and Income have been combined 
and re-written . . . in order to give effect to a long-cherished 
design from which I have been held back hitherto by the 
fear of breaking too much with tradition and especially 
English tradition. 





— 
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In the first two editions he had defined social capital as con- 
sisting of “those things made by man, by which the society in 
question obtains its livelihood; or, in other words, as consisting 
of those external goods without which production could not be 
carried on with equal efficiency, but which are not free gifts of 
nature.” In the First Edition (p. 130) he added the following 
sentence after the one just quoted : 

It consists firstly of stores of commodities provided for 
the sustenance of workers of all industrial grades: and 
secondly of raw materials, of machinery, and all other aids 
to production. 

This latter sentence was deleted from the Second Edition, 
but the general sense was retained in a sentence on an earlier 
page in the same chapter (Second Ed., pp. 124-5). 

When he came to the Third Edition, however, Marshall 
defined social capital as made up of “those kinds of wealth 
{other than the free gifts of nature) which yield income that is 
generally reckoned as such in common discourse: together with 
similar things in public ownership, such as government factories.” 

Cannan wrote to Marshall in December 1897 to criticise the 
latter’s view of capital, and also to point out that he had retained 
in the Third Edition a statement in a footnote, dating from the 
First Edition, to the effect that a private dwelling-house was 
“not capital at all, in the use of the term which we are adopt- 
ing.” Marshall replied (January 7, 1898) defending his general 
position, but admitting that he had overlooked the statement 
referring to a private dwelling-house, which he agreed was now 
incorrect in the light of his new definition. He added a little 
plaintively : 

Is there any other change needed to make me consistent 
with myself? I cannot alter my definition of wealth to 
make it include income: for I see only evil in that change. 
But outside of that, is there anything I can do to free me 
from reproach in your eyes ? 1 

The change in the definition of capital is symptomatic of 
Marshall’s growing emancipation from the terminology of his 
economic predecessors. If the first two editions may be described 
as Marshall in ancient dress, the Third Edition marks the transi- 
tion to Marshall in modern dress, a process which was continued 
in the Fourth Edition and completed in the Fifth—though to 
express it thus is perhaps to exaggerate the difference between 
the earlier and later versions. 


1 Memorials, p. 406. 
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Among the “minor changes”’ mentioned in the Preface to 
the Third Edition is the expansion of Note XIV of the Mathe- 
matical Appendix from a meagre two paragraphs in the earlier 
editions to about six pages, containing what is perhaps the kernel 
of Marshall’s theory of value. One important feature of Note 
XIV is the theory of imperfect competition which is clearly stated 
there (Third Ed., pp. 802-3; Eighth Ed., pp. 849-50). In that 
part of the Note he referred, in the Third Edition, to a passage 
in Book V, Chapter XI, which in the fourth and later editions 
was transferred in part to Book IV, Chapter XI. If the whole 
of this discussion had remained in the chapter dealing with 
equilibrium in relation to increasing returns, it would probably 
have drawn considerably more attention to the problem of 
particular markets for producers than has in fact been the case. 
An example of the way in which re-writing often weakened the 
force of what Marshall had said earlier in a more direct and 
vigorous way, can be found if the final wording, dating from the 
Fourth Edition (see Eighth Ed., p. 458), is compared with the 
original wording in the Second Edition of the following sentences : 


There are firms whose business connections have been 
built up by a gradual investment of capital, and are worth 
nearly as much as, or possibly even more than, the whole 
of their material capital. When a business is thus confined 
more or less to its own particular market, a hasty increase 
in its production is likely to lower the demand price in that 
market out of all proportion to the increased internal 
economies that it will gain, even though its production is 
but small relatively to the broad market for which in a 
more general sense it may be said to produce. (Second Ed., 
pp. 488-9.) 1 


In the Fourth Edition (1898), as the Preface points out, 
“The changes have been kept within small compass: and in 
the hope that they are nearly final the present edition has been 
made a large one.” 

It will be seen from the list of editions given above that the 
Fourth Edition was actually shorter by a few pages than the 
Third, although in actual number of words it was probably 
slightly longer, as a number of technical discussions, previously 
in the text, were transferred to Notes in smaller type, which 
were placed at the end of chapters. Marshall had been becoming 


1 In the final version the first of the two sentences quoted above was deleted, 
while the second sentence became part of a longer one beginning: ‘‘ But these 
are the very industries [manufactures which are adapted to special tastes] in 
which each firm is likely to be confined to its special market; and if it is so 
confined a hasty increase in its production is likely to lower . . . etc.” 
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alarmed by the way in which the book was growing with each 
successive edition, and he was determined in this case that he 
would add nothing new unless it was balanced by corresponding 
deletions of what he regarded as less essential or redundant 
matter. Hence a good many paragraphs in the text, and foot- 
notes, dating from the earlier editions, were omitted, not invari- 
ably to the ultimate gain of the book. 

The Fifth Edition (1907) saw a very considerable re-arrange- 
ment of the text of the Principles and a good deal of re-writing 
of certain portions. 

The whole of Chapters II to VI in Book I in the earlier edi- 
tions was transferred to the end of the volume in the form of 
Appendices, and the series of long Notes which had been placed 
at the end of chapters in the Fourth Edition were treated in a 
similar manner. This rearrangement had the regrettable result 
of dethroning the long and interesting chapter, ‘‘ The Growth 
of Free Industry and Enterprise,” from its position at the begin- 
ning of the volume. (Book I, Chapter II, prior to the Fifth Ed.) 
The historical approach to the contemporary economic world 
played an important rdle in Marshall’s scheme of thought, and 
he had at one time contemplated a very large-scale work on 
economic history for which he collected masses of material.! 
The loss of this historical perspective was very doubtfully balanced 
by the gain of the few extra pages which resulted from the use 
of a smaller type in the Appendix. He wrote himself of his 
aim in these early chapters : 


Complaints have been made that my first Book keeps the 
reader too long from entering on the new work before him. 
But it is needed from my point of view. The chapters on 
the Growth of Free Industry and of Economic Science are 
no doubt long, in spite of their being wholly inadequate if 
regarded as sketches of economic history. But they have 
no claim to be so regarded. Their aim is different. It is 
to emphasise, as the keynote of the treatise, the notion 
that economic problems are not mechanical, but concerned 
with organic life and growth. In combination with the 
following chapters on Scope and Method they claim to offer 
a view continuous with that of classical tradition, but 
differing in the stress laid on this element of organic life- 
growth. They claim to show that the past can afford just 
guidance for the present and the future only when full 
account is taken of the changes in man himself, and of his 
modes of life and thought and work; and to sketch some 
leading features of those changes which are of most import- 


1 Always referred to by him in later years as ‘‘ The White Elephant.” 























1942] THE EVOLUTION OF MARSHALL’S PRINCIPLES 337 


ance to the economist. They insist that though there is a 
kernel of man’s nature that has scarcely changed, yet many 
elements of his character, that are most effective for economic 
uses, are of modern growth. The “ strategy ”’ of his economic 
conflict with nature remains nearly the same from age to 
age, and the lessons drawn from experiences of it can be 
handed down usefully from father to son. But the “ tactics ”’ 
of the conflict waged by men somewhat different from us, 
and under conditions widely different from ours, are of little 
or no avail. To carry over from one age to another both 
strategical and tactical lessons, is to incline somewhat 
towards a mechanical view of economics; to carry over 
strategical lessons only is characteristic of a biological view. 


In addition to Appendix G on “The Incidence of Local 
Rates, with some Suggestions as to Policy,” a virtually new 
chapter was added at the end of Book VI (Ch. XIII) entitled 
“ Progress in relation to Standards of Life,”’ involving the addi- 
tion of some 33 pages; and once again there was a drastic re- 
arrangement of the chapters dealing with rent and quasi-rent ? 
(Book V, Chs. VIII-XI). It may be noted that the term “ elas- 
ticity of supply”’ appeared for the first time in this edition 
(Book V, Ch. XII, pp. 456-7). In a long Preface written for the 
Fifth Edition, Marshall explained that about twelve years 
previously he had abandoned his original hope of publishing 
what he wished to say in two volumes: “TI had laid my plan 
on too large a scale; and its scope widened, especially on the 
realistic side, with every pulse of that Industrial Revolution of 
the present generation, which has far outdone the changes of a 
century ago, in both rapidity and breadth of movement.” 
Accordingly, he set to work on more ample lines, but found 
that “four thick volumes would be needed for the task.” 
Finally, he had decided to bring out two independent volumes, 
one on Industry and Trade, and one on Money Credit and Em- 
ployment, and he expressed the hope that “it may be possible 
to compress these two volumes, together with some discussions 
of the functions of Government into a single volume, which may 
supplement the present volume, and form a consecutive treatise 
of moderate length ’”’ (Preface to Fifth Ed., p. vi). He went on 
to express his own views as to the “ scope and purpose ”’ of the 
Principles, noting that ‘some able and friendly critics have 
taken a view of the matter rather different from my own.” 

1 “ Distribution and Exchange,” by A. Marshall, in the Economic JOURNAL, 
March 1898, p. 8. 

2 The nature of the changes as regards quasi-rent is discussed in more detail 


below. 
No. 208.—vou. Li. Z 
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Its scope is similar in some respects, though not in all, 
to that of volumes on Foundations (Grundlagen), which 
Roscher and some other economists have put at the head 
of groups of semi-independent volumes on economics. It 
avoids such special topics as currency and the organisation 
of markets. And in regard to such matters as the structure 
of industry, employment, and the problem of wages, it 
deals mainly with normal conditions. Its motto, Natura 
non facit saltum, does not deny the existence of earthquakes 
and flashes of lightning. It is designed merely to indicate 
that those manifestations of nature which occur most 
frequently, and are so orderly that they can be closely 
watched and narrowly studied, form the foundations of 
economic as of all other scientific work; while those which 
are sudden, infrequent, and difficult of observation are 
commonly reserved for special examination at a later 
stage... . 

The Mecca of the economist lies in economic biology rather 
than in economic dynamics. But biological conceptions are 
more complex than those of dynamics; a volume on Founda- 
tions must therefore give a relatively large place to mechanical 
analogies; and frequent use is made of the term equilibrium, 
which suggests something of statical analogy. This fact, 
combined with the predominant attention paid in the 
present volume to the normal conditions of life in the 
modern age, has suggested the notion that its central idea 
is statical rather than “dynamical.” But that suggestion 
is incorrect in any case, and it is wholly unfounded, if the 
terms are interpreted as in physical science. 

The existing structure and order are the outcome of pro- 
gress in the past. . . . The present volume deals with the 
forces of progress, although it does not pursue their influence 
back beyond modern times. . . . [It] is concerned through- 
out with the forces that cause movement: and its keynote 
is that of dynamics. But the forces to be dealt with are so 
numerous, that it is best to take a few at a time; and to 
work out a number of partial solutions as auxiliaries to our 
main work. Thus we begin by isolating the primary rela- 
tions of supply, demand and price in regard to a particular 
commodity : we reduce to inaction all other forces by the 
phrase “other things being equal.” We do not suppose 
that they are inert : but for the time we ignore their activity. 
This scientific method is a great deal older than science: 
it is the method by which, consciously or unconsciously, 
sensible men have dealt from time immemorial with every 
difficult problem of ordinary life. The next step is to set 
more forces free from the hypothetical slumber imposed on 
them; and to call into activity, for instance, changes in 
the demand for hides when considering the forces that 
govern the price of beef. At the end of this second stage 
the area of the dynamical problem has become much larger; 
the area covered by provisional statical assumptions has 
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become much smaller and at last is reached the great central 
problem of the Distribution of the National Dividend among 
a vast number of different agents of production. The 
dynamical principle of ‘‘ Substitution ” is seen ever at work, 
causing the demand for, and the supply of, any one set of 
agents of production to be influenced, through indirect 
channels, by the movements of demand and supply in rela- 
tion to others, even though situated in far remote fields of 
industry. Our main concern is with human beings who are 
impelled, for good and evil, to change and progress. Frag- 
mentary statical hypotheses are useful as temporary 
auxiliaries to dynamical—or rather biological—conceptions : 
but the central idea in a volume on the Foundations of 
economics, as in any other, must be that of living force and 
movement. (Preface to Fifth Ed., pp. vi—x.) 


The new pages introduced into the text of the Fifth Edition 
were numerous, and often of considerable importance in the 
light they throw on Marshall’s system of thought; but they 
added no really fresh ideas, and were merely another attempt 
(by no means always successful) to express what he had intended 
to say, in a more perspicuous form. 

The Sixth Edition (1910) contained for the first time the 
words An introductory volume, as a sub-heading to the title 
The Principles of Economics; while the suffix “Vol. I” dis- 
appeared from the title-page. Very little new matter was 
introduced into this edition, and the pagination throughout was 
practically the same as in the Fifth Edition. It may be noted, 
however, that it was in the Sixth Edition that Marshall inserted 
the famous footnote on what quasi-rent did and did not mean 
(p. 424 n.) which caused so much perplexity, among others to 
his critic Davenport.1_ The Preface also to the Sixth Edition 
was substantially a reprint of that in the Fifth, though one or 
two alterations are deserving of note. Thus in regard to his 
plan of work he stated that he proposed to “ bring out as soon 
as possible an almost independent volume, part of which is 
already in print, on National Industry and Trade. . . . This may 
be followed by a companion volume on Money, Credit, and 
Employment: and perhaps by a third, which will treat of the 
ideal and the practicable in social and economic structure, with 
some account of taxation and administration.”’ In dealing with 
the development of his ideas, Marshall said that increasing 
stress had been laid in successive editions on the probable long- 


1 Cf. The Economics of Alfred Marshall, by H. J. Davenport, pp. 381-2 n., 
and ‘‘ Davenport on the Economics of Alfred Marshall,’”’ by C. W. Guillebaud, 
in Economic Journal, March 1937, pp. 33-4. 
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run importance of diminishing returns in the case of land; “ and 
also on the correlated fact that in every branch of production 
and trade there is a margin, up to which an increased application 
of any agent will be profitable under given conditions, but 
beyond which its further application will yield a diminishing 
return unless there be some increase of demand accompanied 
by an appropriate increase of other agents of production needed 
to co-operate with it. And a similar increasing stress has been 
laid on the complementary fact that this notion of a margin is 
not uniform and absolute: it varies with the conditions of the 
problem in hand, and in particular with the period of time to 
which reference is being made. The rules are universal that, 
(1) marginal costs do not govern price; (2) it is only at the margin 
that the action of those forces which do govern price can be 
made to stand out in clear light; and (3) the margin which 
must be studied in reference to long periods and enduring results, 
differs in character as well as in extent from that which must be 
studied in reference to short periods and to passing fluctuations ”’ 
(Preface to Sixth Ed., p. x). 

The Seventh Edition (1916) and the Eighth Edition (1920) 
are both almost completely identical with the Sixth Edition; 
only a few minor alterations were made, and the pagination was 
the same. In detail, however, the changes were often of con- 
siderable interest, as reflecting Marshall’s endeavour to take some 
account of economic developments which had become more 
prominent in the twentieth century.! 

The Preface to the Seventh Edition omitted any reference to 
a third volume in addition to Industry and Trade, then in the 
press; but in the Preface to the Eighth Edition, after stating 
that “ Industry and Trade published in 1919, is in effect a con- 
tinuation of the present volume,’”’ Marshall went on to say: 
“A third (on Trade, Finance and the Industrial Future) is far 
advanced. The three volumes are designed to deal with all the 
chief problems of economics, so far as the writer’s power extends.” 

Money Credit and Commerce was in fact published in 1923, 
and in the following year Marshall died. 

The treatment of the Prefaces in the different editions is 
characteristic of Marshall’s unwillingness to admit finality of 
arrangement with regard to this dearest child of his brain. From 
the Second to the Fourth Editions he placed first a short Preface 


1 Cf. the reference to “ those great joint-stock companies which often stag- 
nate, but seldom die ’’ (Seventh Ed., p. 343) to which Mr. Shove draws attention 
in his article on Marshall in the present number of the JouRNAL. 
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drawing attention to the principal changes in the edition in 
question, and then reprinted the whole of the Preface to the 
First Edition. In the Fifth Edition he wrote a long new Preface 
summing up and emphasising what he regarded as the principal 
ideas which he had sought to bring out in the Principles, and 
followed this with only a few paragraphs from the Preface to the 
First Edition. In the Sixth Edition he retained a large part of 
what he had written as a Preface to the Fifth Edition (though 
he added some new matter), and continued the same extracts 
from the Preface to the First Edition. In the Seventh Edition 
he virtually reprinted the Preface to the Sixth Edition, but 
brought an additional paragraph in to the extracts from the 
Preface to the First Edition. In the Eighth and last Edition he 
reprinted in extenso (apart from a footnote), and placed in the 
front of the volume, the Preface to the First Edition and then 
followed it by what was substantially the same Preface as to 
the Seventh Edition. 
* * * * * * 

Out of the many possible elements in Marshall’s Principles 
which could be chosen for closer examination, three will be 
selected here: his treatment of utility; his notion of consumer’s 
surplus; and his doctrine of quasi-rent. 


Utility. 

Marshall had grown up in the school of the English utili- 
tarians, but he was himself not a utilitarian in a commonly 
accepted sense of the term. Mrs. Marshall has recorded the 
following notes of a lecture which was delivered by him at 
Cambridge in 1873-4 : 


There is a popular usage of the word utilitarian in which 
utilitarian considerations are opposed to ethical, or are at 
all events distinct from them. I have tried to show that 
this usage of the phrase “a utilitarian philosophy ” is so 
utterly trivial and foolish that it is not worth while to 
discuss it. I have argued that not only is ethical well- 
being a portion of that well-being which any reasonable 
utilitarian system urges us to promote, but that it is much 
the most important element in that well-being. 


He went on to say : 


Bentham had more influence on economics than any other 
non-economist ; his contribution being the stress he laid on 
measurement. When you have found a means of measure- 
ment you have a ground for controversy, and so it is a 
means of progress. 
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Many years later, writing to Edgeworth (September 1902), 
Marshall said : 


I had forgotten I had written (and cut out) what you 
quote from my Edition I, about balancing of motives. But 
I did so no doubt because I found it was habitually mis- 
understood, especially by Ethicists: they would take such 
phrases as Utilitarian manifestoes. So I set myself to cut 
out short sentences on a big subject.? 


Particularly in his First Edition Marshall used very freely 
the contrasting words “pleasure” and “pain.” Thus he 
wrote: “ We may now turn to consider how far the price that 
is actually paid for a thing represents the pleasure that arises 
from its possession; or in other words the ‘ utility of wealth’ ”’ 
(First Ed., p. 175). Elsewhere he spoke of the “ desirability or 
utility ’’ of a thing to a person as commonly measured by the 
money price that he would give for it, and added that “to 
different persons the same piece of money affords the means of 
pleasures of very varying intensities . . . so that it is not at all 
safe to say that two men with the same income will derive equal 
pleasure from its use or would suffer equal pain from the same 
diminution of it’ (First Ed., pp. 151 and 152). He defined the 
marginal utility to a person of 10 lb. of tea as “ the difference 
between the happiness which he gets from buying 9 lb. and 
10 Ib.”; and total utility as “the whole benefit that he gets 
from the tea ” (First Ed., pp. 154 and 155). 

There were no substantial changes in the Second Edition, 
except that utility was now defined as “the pleasure-giving 
power of a commodity,” total utility being “ the total pleasure- 
affording power of a commodity.” 

By the Third Edition, however, Marshall was becoming sensi- 
tive to contemporary criticisms of utilitarian phraseology, and 
he went through the various pages in which he had used the 
words “ pleasure ” and “ pain,” deleting “ pain,”’ and substitut- 
ing in most (though not in all) cases, for “ pleasure ’’ the word 
“‘ satisfaction,” or “ benefit,” or “ gratification.”” Thus the total 
utility of a commodity to a person was defined as “the total 
benefit or satisfaction yielded to him by it”; and utility as 
“ benefit-giving power.” 

Marshall inserted in the Fourth Edition a discussion of the 


1 Memorials of Alfred Marshall, p. 437. I have been unable to identify 
with certainty the passage in the First Edition referred to by Marshall, but 
possibly it is the footnote to pp. 83-4 in the First Edition which is reproduced 
later in this article. 
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suitability of the term utility, which he deleted from the Fifth 
and later Editions, and which ran as follows : 


Utility and Want are taken as correlative terms. The 
utility of a thing to a perscn at a time is measured by the 
extent to which it satisfies his wants. And wants are here 
reckoned quantitatively, that is, with regard to their volume 
and intensity; they are not reckoned qualitatively accord- 
ing to any ethical or prudential standard. Judged by such 
a standard solid food may be more useful than alcohol of 
equal price, and warm underclothing than a new evening 
dress. But if a person prefers the alcohol or the evening 
dress, then it satisfies the greater want for him; it has the 
greater utility for him. No doubt this use of Utility might 
mislead those not accustomed to it; but this seldom occurs 
in practice. But the term has much authority on its side. 
Substitutes which have been proposed for it, such as Opheli- 
mity (Prof. Pareto’s term), Agreeability, Enjoyability, De- 
sirability, etc., are not faultless: and it seems best for the 
present to adhere to Utility in spite of its faults. (Fourth 
Ed., p. 167.) 


It was in the Fourth Edition that Marshall adopted his 


standard and final definition of total utility, to which he adhered 
throughout the later editions: “The total utility of a thing to 
anyone .. . is the total pleasure or other benefit it yields him.” 


In dealing with the closely associated notion of money as the 


measure of the strength of motive, Marshall in the first two 
editions included a paragraph and footnote which were deleted 
from the Third Edition, and which ran as follows : 








Those economists who have spoken of their sciences as 
concerned chiefly with self-regarding motives, have tacitly 
included among them a person’s desire for the well-being of 
his family. But this is clearly illogical. The real reason 
why this desire is included and yet other benevolent and 
self-sacrificing motives are to a great extent left on one 
side by economics is that their action is irregular. The 
expenses which an Englishman with £500 a year will incur 
for the education of his children can be told pretty well 
beforehand. But as the family in England has narrow 
limits, no good guess could be made of how much he would 
give to support a destitute second cousin. Still less could 
it be said how much time he would spend in visiting the 
fatherless and widows in their affliction (First Ed., p. 83). 

It may be objected that the higher motives are so different 
in quality from the lower, that the one cannot be weighed 
against the other. There is some validity in this objection. 
The pain which it would cause an earnest and good man to 
do deliberately a wrong action, is so great that no pleasure 
can compensate for it; it cannot be weighed or measured. 
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But even here it is not the quality of the pain, but its 
amount, that hinders it from being measured; the pain is 
practically infinite. People of a less noble nature do how- 
ever sometimes deliberately act wrongly in order to gain 
some pleasure: and then the pleasure has weighed against 
and has weighed down the pain of wrong-doing. Tempta- 
tions to do wrong have so much variety in form and manner 
that their action can seldom be tabulated and reduced to 
law. But if it happens that the same kind of temptation is 
presented to a great many people in exactly the same way, 
it may be measured. For instance in the old days of bribery 
the pain and shame of voting against one’s conscience was 
measured; and experienced agents could tell how many 
people in a given district would be induced to incur it for a 
bribe of 5s. and how many for a bribe of £1. It is not 
likely that many facts of this kind will ever be ascertained ; 
but if they should, it may be worth while to build up a 
special branch of economics, a sort of economic pathology, 
to deal with them. (First Ed., pp. 83-4 n.) 


Consumer’s Surplus. 
In the First Edition Consumers’ Rent (the term consumer’s 
surplus dates from the Fourth Edition) was defined as follows : 


We have already seen that the price which a person pays 
for a thing, can never exceed, and seldom comes up to that 
which he would be willing to pay rather than go without 
it: so that the gratification which he gets from its purchase 
generally exceeds that which he gives up in paying away 
its price. The excess of the price which he would be willing 
to pay rather than go without it, over that which he actually 
does pay is the economic measure of this surplus pleasure : 

. and for reasons which will appear later on, may be called 
Consumers’ Rent. (First Ed., p. 175.) 


A footnote appended to the word “ Rent ”’ called attention to 
the fact that “The following account of Consumers’ Rent is 
reproduced with slight alterations from some papers printed for 
private circulation in 1879.” 1 

It is of interest to note that, in an entirely different context 
(Book VII, Ch. X, § 1), after speaking of the producer’s surplus 
derived by a person who owned a thing, eg., a picture, “he 
being supposed to use the thing to produce the satisfactions for 
himself,”’ Marshall added : 


This surplus is a different thing from a Consumer’s 
Surplus, which is the excess of the money value to a person 


1 See The Pure Theory of Domestic Values, by Alfred Marshall. (London 
School of Economics Reprint, pp. 20-37.) 
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of the satisfactions which he derives from the thing over 
the price he has to pay for it.! (First Ed., p. 665 n.) 


No change (apart from the deletion of the footnote) was made 
in the Second Edition in the paragraph quoted above from the 
First Edition (p. 175). But some further light was thrown on 
the origin of the concept in part of a footnote in Book III, Ch. VI 
(deleted from the Fourth Edition), which ran as follows : 


The notion of an exact measurement of Consumers’ Rent 
was published by Dupuit in 1844. But his work was for- 
gotten; and the first to publish a clear analysis of the 
relation of total to marginal (or final) utility in the English 
language was Jevons in 1871, when he had not read Dupuit. 
The notion of Consumers’ Rent was suggested to the present 
writer by a study of the mathematical aspects of demand 
and utility under the influence of Cournot, von Thiinen and 
Bentham. (Second Ed., p. 184 n.) 


In the Third Edition the words “a surplus of pleasure,’’ in 
the paragraph quoted above from the First Edition, were changed 
to “a surplus of satisfaction,” and Consumers’ Rent was defined 
as “the economic measure of this surplus of satisfaction.” 

Thereafter there was no change in the definition, except that 
in the Fourth Edition the term consumer’s surplus was adopted 
with the following explanation: ‘It [the economic measure of 
surplus satisfaction] has some analogies to a rent: but is perhaps 
best called simply consumer’s surplus.” 

The concept of consumer’s surplus raised more controversy 
and objections than any other of Marshall’s contributions to 
economics, with the possible exception of quasi-rent. In the first 
two editions it was only adumbrated in brief outline, and it was 
not till the Third Edition that he fully developed his argument 
and formally added the qualification that, in drawing his demand 
curves for the purpose of indicating consumer’s surplus, he was 
assuming the marginal utility of money income to the purchaser 
to remain constant. The chapter dealing with consumer’s surplus 
underwent very little further change after the Third Edition. 

J. S. Nicholson was one of Marshall’s most vigorous critics 
on this point, and successive editions reveal Marshall’s reactions. 
At all times he hated being drawn into controversy, as a waste 
of time; but he was also very sensitive to hostile criticism. In 
the Third Edition (p. 203 n.) he said : 

1 There was also a reference in the chapter on the doctrine of Maximum 
Satisfaction to “‘ Consumers’ Surplus or Rent” (First Ed., p. 446). This is the 


only instance I have found where the apostrophe is placed after the final s in 
“ Consumers,”’ when the succeeding word was “ Surplus” and not “‘ Rent.” 
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Prof. Nicholson (Principles of Political Economy, Vol. I, 
and Economic JournaL, Vol. IV), apparently under some 
misapprehension as to the drift of the doctrine of consumers’ 
rent, has raised several objections to it which have been 
answered by Prof. Edgeworth in the same Journal. 


In the Fourth Edition (p. 202 n.) this sentence became a little 
sharper : 


Prof. Nicholson (. . . .) having misconceived the nature 
of consumers’ rent, raised several objections to it, which 
have been . . . etc. 


However in the Fifth and subsequent Editions this was 
replaced by a more colourless version : 


Prof. Nicholson (... .) has raised objections to the 
notion of consumer’s surplus which have been . . . etc. 
Quasi-Rent. 


In a letter to J. B. Clark, written in November 1902, Marshall 
described the origin of his doctrine of quasi-rent in the following 
terms : 

I may say that my doctrine of quasi-rent, though only 
gradually developed, took on substance in 1868; when I 
was very much exercised by McLeod’s criticisms—now 
unjustly forgotten—on the unqualified statement that cost 
governs value. He said: “your economist tells you that 
the wages and profits of people in the iron trade govern the 
price of iron: but they themselves know better; they know 
that the price of iron governs their wages and profits.” I 
then started out on a theory of value in which I conceded 
to McLeod all that he asserted for short periods: and in 
effect, though not in name and not at all clearly, I regarded 
wages and profits as of the nature of rents for short periods.! 


In the earlier editions Marshall formulated his doctrine of 
quasi-rent chiefly from the differential standpoint. Thus he said 
in the First Edition (p. 493) : 

It will appear that many advantages which are to be 
regarded as differential, and as affording a quasi-rent, when 
we are considering the action of economic causes during 
short periods of time, are to be regarded as not differential, 
and as yielding profits when we are studying the broader 
effects of economic effects through longer periods. 


It is true that he was thinking of the differential element as 
a short-period surplus above prime costs, but his language, 
especially in the application of quasi-rent to the problem of dis- 
tribution in the short period, was often unguarded; and was 
largely responsible for the great amount of misunderstanding and 


1 Memorials, p. 414. 
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misrepresentation of his doctrine that he had to endure at the 
hands of contemporary economists. There was indeed no part 
of the Principles which underwent more incessant change during 
the first five editions than the chapters devoted to the exposition 
of quasi-rent. At the same time it does not appear that there 
was any real alteration in the content of the doctrine from first 
to last—it was simply a matter of successive attempts to meet 
criticism and to put a difficult and novel conception in as clear 
a form as possible. In the process of doing this Marshall was 
led, firstly, to lay increasing stress on the scarcity aspect of 
quasi-rent—i.e., the scarcity value of specialised equipment, 
skilled labour, etc., the supply of which could be regarded as 
fixed in the short period; and secondly, to increasing use of 
analogies and illustrations (parables they might almost be termed) 
as a way of explaining his meaning. Space does not permit of 
an adequate account of the first of these aspects of Marshall’s 
treatment of quasi-rent ; 1 but something can be said here of the 
broad chanyes in his method of exposition. 

In the First Edition the theory of quasi-rent was set out 
quite briefly in Book VI, Ch. III, entitled “‘ Cost of Production. 
Limited Sources of Supply. Continued.” There were a number 
of short illustrations : the settler taking up land in a new country ; 
a war which was not expected to last long, but which cut off 
part of our food supplies; an exceptional demand for a certain 
kind of fabric caused by a sudden movement of the fashions. 
Considerable use was also made of the term quasi-rent in Book VII, 
Chs. VI and IX, in dealing with the earnings of specialised skill 
and with fluctuations of profit. Also in Book VII, in Ch. X, 
entitled “‘ Demand and Supply in relation to Land. Producer’s 
Surplus,” we find the first mention of the parable of a shower of 
meteoric stones to illustrate the characteristics of both rent and 
quasi-rent. 

In the Second Edition, where Books V and VI in the First 
Edition were combined to form the new Book V, there was an 
appreciable expansion of the treatment of quasi-rent in Book V. 
Chs. VIII and IX, entitled “On the Value of an Appliance for 
Production in Relation to that of the Things Produced by it. 
Rent and Quasi-rent”’ and “On the Value of . . . etc. Con- 
tinued.”” The meteoric stones illustration was transferred from 
its original place in Book VII, Ch. X, to Book V, Ch. VIII; other- 


1 For a full account of all the changes in successive editions the reader must 
be referred to the Variorum Edition of Marshall’s Principles, which is in process 
of preparation by the present writer. A number of the principal changes are 
noted in an article by R. Opie, ‘‘ Die Quasi-rente in Marshalls Lehrgebiude ” 
in Archiv fur Sozialwissenschaft, Band 60, 1928. 











348 THE ECONOMIC JOURNAL [DEC. 


wise the application of the theory of quasi-rent to problems of 
distribution (wages and profits) was similar to that in the First 
Edition. Although there were some interesting changes in detail 
and additions in the Third Edition, the general arrangement was 
the same as in the Second Edition, but the emphasis on quasi- 
rent in relation to the earnings of labour in Book VI, Ch. V, 
was much diminished. 

In the Fourth Edition the whole of the discussion on quasi- 
rent in Book V was collected in a single chapter (Ch. IX) entitled 
“ Quasi-rent, or Income from an Appliance for Production 
already made by Man, in Relation to the Value of its Produce.” 
The order was re-arranged, and two of the illustrations—the 
settler taking up land, and the meteoric stones—were placed in 
a ‘‘ Note on Illustrations of the General Principle discussed in 
this Chapter” at the end of Chapter IX. A new illustration— 
the hire of a pony—was introduced in Chapter IX, which was 
deleted from the subsequent editions, and which ran as follows : 


One side of the likeness between rents and quasi-rents 
may be simply illustrated. The hire of a pony is the excess 
of its value over that of a pony which is so weak as to have 
no hiring value at all. The hire of ponies, like that of land, is 
governed by the value of the services they will render, and 
the value of those services is governed for the time by the 
relations in which the stock of ponies etc. stands to the 
demand for such services. But here comes in the unlike- 
ness: for the clause “ for the time,’’ which is needed in the 
case of ponies is not needed in that of land. If nothing 
unexpected has happened, the stock of ponies will have been 
so adjusted to the demand that an average (or normal) 
pony during a life of average length and activity will yield 
a hire giving normal profits on its cost of production. As 
a rule it will do this, and yield no “ surplus ” above normal 
profits to the producer. Of course the demand for ponies 
may have been wrongly estimated, and the hire (or quasi- 
rent) yielded by an average pony may exceed or fall short 
of normal profits on its costs of production. But the diverg- 
ence can be only for short periods in the case of ponies, 
because they are so quickly reared, and they so quickly die 
off, that any error in the adjustment of supply to demand 
can be quickly set right. The unlikeness between the rent 
of land and the quasi-rents of other things lies in the fact 
that the hire of other things cannot, under ordinary circum- 
stances, and for a long time, diverge much from normal 
profits on their cost of production; while the supply of 
fertile land cannot be adapted quickly to the demand for 
it, and therefore the income derived from it may diverge 
permanently much from normal profits on the cost of pre- 
paring it for cultivation. (Fourth Ed., pp. 494-5.) 
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Of all the editions, the Fourth was the one in which the doctrine 
of quasi-rent was most clearly and comprehensively stated. 

When we come to the Fifth Edition we find a very extensive 
re-writing and re-arrangement of the chapters on rent and quasi- 
rent—Book V, Chs. VITI-XI. Book V, Ch. VIII, which was 
almost entirely new, was entitled ‘‘ Marginal Costs in Relation 
to Values. General Principles.” It was followed by Ch. IX, 
with the same title “‘ Continued,” which contained the main 
theory of quasi-rent in a much-altered guise. The chapter began 
with a new illustration of a tax upon printing, and then took up 
the meteoric stones parable, which was elaborated so that it ran 
through the whole of the rest of the chapter. It is difficult to 
avoid the conclusion that, when explained in this way almost 
entirely by reference to an imaginary illustration, the doctrine 
of quasi-rent was rendered harder and not easier to grasp than 
it had been in the earlier editions when it was put in a more 
simple and direct form. 

It may also be noted that, in the Fifth Edition, in dealing 
with distribution in Book VI, especially in Ch. VIII on “ Profits 
of Capital and Business Power,” Marshall substituted in a number 
of occasions the words “income” or “special earnings,” or 
“ gains ” for the word “ quasi-rent.” 

Whether Marshall was content with his final version in the 
Fifth Edition it is impossible to say, but at least he made no 
further changes in his method of presenting the doctrine of 
quasi-rent in the last three editions. 

In conclusion, it may be said that a careful survey and com- 
parison of the different editions of Marshall’s Principles does not 
reveal any substantial development of his ideas, or even of his 
technique. It is a matter for regret that he should have devoted 
so many valuable years (he himself estimated that each edition 
involved fully a year’s work) to bringing out successive editions 
of the Principles—years which could have been more usefully 
spent in completing the great work which unfortunately at the 
end of his life he left unfinished. Money Credit and Commerce 
was a very different book from the one he could have written 
twenty years earlier; while the projected volume on “ the ideal 
and the practicable in social and economic structure, with some 
account of taxation and administration,’ which would have 
summed up the conclusions of a lifetime of observation and 
thought, never came into being at all. 


St. John’s College, 
Cambridge. 


C. W. GuILLEBAUD 














REVIEWS 


The Theory of Econometrics. By H. T. Davis. (Bloomington, 
Indiana: Principia Press. 1941. Pp. xiv-+ 482. $4.00.) 


Wuat do we mean by econometrics? The present reviewer, 
searching in his own mind for a new meaning whose need for 
christening might justify the new word, would suggest the follow- 
ing : “‘ the use of statistical methods for estimating the functional 
relations between economic magnitudes.” That would cover 
the characteristic work of those whom we regard as the leading 
econometrists—Schultz, Frisch, Tinbergen, Kalecki, Roos, to 
name no others. Econometrics in this sense starts from the 
statistical demand curve, and reaches up to the cloud-capped 
structures of Professor Tinbergen. It is a new and distinctive 
branch of economics, which deserves a name of its own. It is 
different (a) from mathematical economics, which merely states 
essentially a priori or hypothetical reasoning in mathematical 
form ; it is different (6) from the ordinary so-called economic 
statistics, which is nothing else but Social Accounting, being 
concerned with the balance-sheets of a whole community, just as 
accounting is concerned with the balance-sheets of the individual 
firm. It is also different (c) from the genuinely statistical, but not 
genuinely economic, analysis of economic data, which consists in 
applying to economic material the methods of classification 
developed by general mathematical statistics. A good example 
of this last is the harmonic analysis of time-series ; on the definition 
here suggested that also is not econometrics. 

Whether or not this suggested demarcation is wholly satis- 
factory, some such demarcation will surely have to be made 
before it is possible to write a coherent work on the theory of 
econometrics. Professor Davis offers us no such demarcation. 
He uses the term “ econometrics ” to imply that “‘ the phenomena 
of economics are to be investigated through their statistics, and 
such patterns as may be observed are to be described in mathe- 
matical terms and by means of mathematical equations.’’ Eco- 
nometrics in the narrow sense thus becomes confounded with 
both (a) and (c) ; if (b) is largely left out, the reason apparently 
is that it is not sufficiently mathematical. 

The book which results is in fact nothing else but a text-book 
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on economics, written for what we in England should regard as a 
rather peculiar type of student. This student is one who comes to 
economics after completing his training in mathematics ; he has 
acquired purely mathematical habits of thought, and he expects 
to be able to treat economics as a branch of applied mathematics. 
The English teacher of economics, on the rare occasions when 
he is confronted with such a student, feels that the first thing to 
be done is to broaden the man’s mind ; when that has been done, 
perhaps his mathematics will come in useful after all. The 
Americans have evidently decided that he has to be accepted, 
and given the sort of economics he wants; in the American 
environment that is possibly inevitable. But the results are not 
altogether reassuring. 

Professor Davis provides us with useful abstracts of most of the 
more important work done within recent years in mathematical 
economics and econometrics ; no doubt it is a convenience to have 
these papers summarised in volume form, since this kind of 
literature is not conveniently read in libraries. Now and again 
the English reader will probably pick up something which had not 
reached him previously ; Professor Yntema’s econometric study 
of the costs of the U.S. Steel Corporation, prepared for the Tem- 
porary National Economic Committee in 1939-40, sounds particu- 
larly intriguing. All this is useful; but the book is too often 
marred by a singular carelessness towards all those parts of 
economics which are not narrowly mathematical. How can 
* the student learn any proper sense of proportion in the handling 
of economic data, if he is presented with a chart like that on p. 13, 
showing an index-number of industrial equities, and is not told 
that the apparently increasing fluctuations are largely illusory, 
because the chart has not been drawn on a logarithmic scale ? 
Does it make for clear thinking to be told (p. 340) that when a 
price-series has an upward trend “we say that the market is 
bullish ” ? or to be given formule for depreciation without one 
word being breathed about the question of uncertainty, or even 
any suggestion being made that there is any difference between 
past and future at all ? 

The clue to this state of mind is probably to be found in a 
statement in the preface. “In earlier days, when economists were 
scarcely aware of the power of the mathematical method, Alfred 
Marshall found it the better policy to place his equations in a small 
appendix towards the end of his treatise on economics. In 
recent times this appendix has come to be regarded by many 
as his most valuable contribution to the subject.” Hardly, we 
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must surely reply, by those who know their Marshall. This 
statement is mathematician’s wishful thinking. Our mathe- 
matician will not have become an economist until he has learned 
that there are vital things in economics which are not applied 
mathematics ; and that there is much else which could be stated 
mathematically but which anyone with a sense of mathematical 


elegance would prefer to state in prose. 
J. R. Hicks 


University of Manchester. 


Fluctuations in Income and Employment. By Tuomas Winson. 
(London: Pitman. 1942. Pp.x-+ 213. 18s.) 


TuE first part of Mr. Wilson’s book provides a survey of the 
present state of trade-cycle theory. While making no pretence 
to originality, it is lucid and enlightened to a degree which is 
unfortunately all too rare, and it will be found a useful aid to 
digestion by many economists who have had a surfeit of new 
ideas thrust down their throats in recent years. 

There are a few points in the theoretical chapters which the 
present reviewer finds a little unsatisfactory. One is the treatment 
of wage-changes. Mr. Wilson takes the view that a rise in money 
wages is likely to bring about some rise in real wages. Here 
he seems to be on strong ground. A rise in real wages in con- 
structional trades where investment plans take into account a 
long future is likely to restrict investment. Welland good. But 
it does not follow, as Mr. Wilson seems to believe, that employ- 
ment therefore necessarily declines. For at the same time the 
propensity to consume is increased, and with it, the amount of 
employment in the consumption good industries corresponding 
to any given level of investment. A priori it is not possible to say 
any more than that the net effect on employment may be in 
either direction. 

Another point which seems not quite satisfactory is the treat- 
ment of the “relation” between income and investment plans. 
“ According to this theory, an increase in consumers’ demand 
will cause a proportionate increase in the demand for the services of 
the needed equipment to produce consumers’ goods ; but, since the 
equipment is durable and current additions are small in comparison 
with the total stock, the result will be a more than proportionate 
increase in the production of new machines” (p. 43). This 
assumes, first of all, that the utilisation of equipment does not 
vary ; but even if that assumption is fulfilled, a change in con- 
sumption requires a certain change in the stock of equipment, and 
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it is impossible to argue directly from this to the change in the rate 
of investment, since a given change in the stock of equipment 
can be made over a longer or shorter period. Mr. Wilson does 
not seem to have succeeded in wringing the vagueness out of 
Mr. Harrod’s formulation of the “relation.” It is surely more 
useful to start from Mr. Kalecki’s formulation: the rate of in- 
vestment decisions at any moment (in so far as industrial equip- 
ment is concerned) is some function of the current rate of profits, 
and the current rate of profits, given the existing stock of equip- 
ment, is a function of the rate of consumption. This seems to say 
everything that the “relation ” tries to say, but in a more definite 
and more flexible form. 

The second part of the book surveys the history of activity in 
the United States from 1919 to 1937 in order to test the theories 
set out in the first part. Mr. Wilson is properly cautious in his 
conclusions, but he finds enough evidence to put forward some 
results which seem on the whole very plausible. His main concern 
is to discover what governs the turning points of a cycle, for here 
there are a number of rival theories, whereas on the mechanism 
of the cumulative up and down swings, once they have started, 
only one theory, roughly described as the multiplier-relation 
theory, holds the field. The theory that a crisis is caused by a 
deficiency of saving is shown to be quite inapplicable in 1929, 
and to derive only vague and ambiguous support from the history 
of 1920. The purely monetary theory of Mr. Hawtrey also fails 
to stand the test of detailed application. The theory of a fall in 
the marginal propensity to consume as wealth increases (Mr. 
Harrod’s theory) gains some support, but is shown to play only a 
minor role. Major influences come from the investment side, 
and these are found to be the long-period cycle of house-building 
and variations in the rate of innovations. Mr. Wilson also finds 
that deficit policy played a very important part in the U.S. 
economy even before the New Deal. Thus between 1920 and 1921 
government saving fell very sharply, so contributing substan- 
tially to the recovery which occurred in the latter year (p. 107), 
while the false dawn in 1932 can be attributed largely to the deficit 
which developed in that year, unblessed by any theory of deficit 
financing as an aid to recovery (p. 161). 

In his last chapter Mr. Wilson outlines a policy for full em- 
ployment : public works, social services and fiscal devices calcu- 
lated to increase consumption when investment threatens to decline. 
This is now almost a commonplace, but there is something 


strange about the attitude of mind which develops from concen- 
No. 208.—vOL. Lil. AA 
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trating exclusively on the problem of unemployment. To induce 
the rich to spend their incomes on luxury is surely an expedient 
for creating employment hardly more rational than digging holes 
in the ground, and to treat pensions, family allowances and slum- 
clearance schemes merely as a device for distributing purchasing 
power, so as to maintain the rate of profit in private industry, is 
surely putting the cart before the horse. Mr. Wilson appears 
to feel no doubts, but his last chapter seems to be in any case 
rather a matter of form. The substance of the book lies in the 
historical chapters, and these show great clarity and a just 
sense of proportion, which make them a very valuable contribu- 


tion to a fascinating subject. 
Joan RoBINSON 
Cambridge. 


Studies in Mathematical Economics and Econometrics. In 
Memory of Henry Schultz. Edited by Oscar Lanagz, 
Francis McIntyr£, and THEODORE O. YntTEMA. (Chicago: 
University Press (Cambridge University Press), 1942. 
Pp. 292. 153.) 


Henry Scuvuttz’ premature death occurred in September 
1938, and in the Economic JouRNAL of June 1939 Dr. Marschak 
gave a brief account of his life and work when reviewing his 
principal book, Z'he Theory and Measurement of Demand, then 
recently published. Schultz was of great distinction in the field 
of econometrics, and it is fitting that his memory should be 
perpetuated in this volume of essays by his colleagues and 
admirers. In the present circumstances European authors could 
only be represented by chance, but among the sixteen contributors 
are Lange, Marschak, R. G. D. Allen, Tintner, and Tinbergen, 
while René Roy writes on Henri Schultz, Pionnier de lV’ économetrie, 
in the group of three personal appreciations, following G. K. K. 
Link and Yntema. 

It is as difficult to review this book as it would be to sum- 
marise an issue of the Economic JouRNAL. The essays are of 
unequal value, and rather give an indication of the topics in which 
the writers happen at the moment to be interested, than form a 
coherent whole; their only common factor is that they all relate 
to subjects on which Schultz had worked. The seven essays 
in the section on “‘ Economic Theory ” are mainly concerned with 
giving precision to the work of early writers (Walras, Say), or 
with developing the mathematical analysis of modern economists 
(equation of value, marginal utility of income, non-static theory 
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of production, risk, terms of trade). They are of a kind that can 
be followed only by patient mathematicians, and there is a 
tendency to develop formule the terms of which cannot be 
evaluated, and the only use of which is in defining and formulating 
the position of the factors which may affect the phenomenon 
studied. The writers in this section are Jaffé, Lange, Mosak, 
Samuelson, Tintner, Hart and Bronfenbrenner. In Bronfen- 
brenner’s essay: “International Transfers and the Terms of 
Trade: an Extension of Pigou’s Analysis,” we read (p. 120) 
“ The final result will be somewhat more complex than Pigou’s 
and will take formal account of more of the relevant factors. 
Unfortunately, it would appear that the effect of the additional 
terms is difficult to determine a priori and that only the results 
of the Pigou analysis are of immediate applicability to the 
analysis of practical problems.’ A similar remark would apply 
to several of this group of essays. It may be suggested that a 
summary of the “ findings ’’ should be given in non-mathematical 
language at the end of an analysis of this kind, to assist the reader 
and also as a discipline of the writer. 

The section on “ Statistical Theory ” is more practical. That 
by Marschak on ‘“‘ Economic Interdependence ” would, if further 
developed, afford a useful critical method of examining such 
work as that of Schultz and Tinbergen. The other two studies, 
by J. H. Smith and Hartkemeier, are slighter, but are of some 
importance in similar fields. 

In the final section, ‘‘ Econometrics,” we find, as we should 
expect, numerical applications of economic and statistical theory 
to data. There is an exception in the first article, “‘ The Empirical 
Derivation of Indifference Functions’’ (Wallis and Friedman). 
The authors doubt whether such functions have “ any material 
value for the organisation of empirical data.” The article is 
contentious (and not numerical), and space does not allow 
adequate examination of it. In the remaining essays we have an 
important study of American budgets by Allen on the lines of 
Family Expenditure, in which the relevant values are worked out 
for different income and occupation groups. There are two essays 
on retail prices in relation to demand (Whitman) and cost (Dean) 
which break interesting new ground. Tinbergen contributes a 
slight article, rather of the nature of a footnote to his main 
studies. Finally there is a more elaborate investigation by Roos, 
* Dynamics of Commodity Prices,”’ in which he tests a formula 
for forecasting prices over short periods. This article is too 
contracted for criticism, since the data on which his diagrams are 
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based are not given; it may be hoped that his method may be 
re-presented in more detail on some other occasion. 
A. L. BowLry 
Haslemere. 


Monopolistic Competition and General Equilibrium Theory. By 
RosBert Trirrin. (Cambridge Mass.: Harvard University 
Press; Oxford University Press. 1940. Pp. x + 197. 
14s.) 


Mr. TriFFINn’s book is an attempt—and a very competent one 
—to take stock of the present position of the theory of monopolistic 
competition and to synthesise the various developments that have 
taken place on both sides of the Atlantic during the last eight or 
nine years. 

In the first place he orientates the theory in relation both to 
Marshallian particular equilibrium analysis and to the Lausanne 
general equilibrium approach. He shows that the artificial barrier 
between these two approaches created by the concept of the 
industry, or group of firms producing an arbitrarily defined com- 
modity, is superfluous and can be dispensed with. In analysing 
the relation of individual firms to each other, relations to all other 
firms in the economy are relevant, not only those in an arbitrarily 
defined group or industry. The competition between different 
“‘ industries ’’ serving the same income group is normally stronger 
than between sections of the same “ industry ” catering for very 
different income classes. For some purposes it may be expedient 
to erect a barrier around certain firms whose mutual interde- 
pendence is greater than it is with firms outside the barrier, and 
to label the enclosed firms an “ industry ’’; but the procedure is 
necessarily arbitrary. 

Having thus cleared the ground, Mr. Triffin turns to a systema- 
tic analysis of the various types of external interdependence 
between firms discussed, under the rubrics of pure competition, 
pure monopoly and all the intermediate stages of monopolistic 
or imperfect competition. In this intermediate field he isolates two 
distinct elements: (1) product differentiation, which renders the 
products of different firms only imperfect substitutes for one an- 
other, and gives rise to a declining sales curve for each firm; and 
(2) oligopoly elements, which arise when the number of competitors 
is so small that changes in price or output of each one will have an 
appreciable effect on all the others. 

The effects of product differentiation do not in themselves 
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give rise to any indeterminacy; while oligopoly is essentially 
indeterminate, introducing the infinite series of actions and 
reactions, the “‘ poker-game ”’ element, “a policy of mutual bluff 
and intimidation, eluding the grip of pure equilibrium theory.” 
By combining the two elements of product differentiation and 
oligopoly in all possible ways, Mr. Triffin arrives at the following 
classification :— 


A. Pure monopoly. (One seller of a homogeneous 
commodity.) 

B. Heterogeneous competition. (Several sellers of differ- 
entiated products.) 


1. Circular heteropoly. (Small group, hence oligopoly 
effects as well as product differentiation.) 

2. Atomistic heteropoly. (Large group, hence no 
oligopoly effects, only product differentiation.) 


C. Homogeneous competition. (Several sellers of identical 
commodity.) 
1. Circular homeopoly. (Small group, hence pure 
oligopoly effects.) 
2. Atomistic homeopoly. (Large group, hence no 
oligopoly effects; in other words, pure competition.) 


A similar classification is set up for interdependence in buying 
(monopsony, heteropsony, homeopsony). 

The two elements in monopolistic or imperfect competition are 
neatly summed up by Mr. Triffin in two formule : 


(1) The elasticity of Firm A’s sales in response to changes 


in Firm B’s price, > si, indicates the degree of product 
A A 
differentiation. (B is the “representative competitor.’’) 
Under pure monopoly this coefficient becomes zero, and under 
perfect competition infinite. Intermediate values indicate 
varying degrees of imperfect competition. 
(2) The “‘ poker game,” or oligopoly elements, arise when 


not only Pp 24s = 0, but also Qs 8Pn _ 0. In other words, 
Ya SPz Pz Oda 


not only must B’s price-output policy affect A, but at the 
same time A’s price-output policy must affect B. 


1 This use of cross-elasticities of demand as the fundamental criterion for 
classifying market situations was originally put forward by N. Kaldor. Cf. 
Economica, 1935, p. 35. 
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These coefficients have the advantage over definitions purely 
in terms of sales curves of making explicit the fact that imperfect 
competition arises out of a relationship between different firms, 
and is not something inherent in one firm independently. 

Mr. Triffin has undoubtedly performed a useful service to 
market theory in tidying up the terminology, and in clarifying the 
constituent concepts. He has shown himself, however, as one of 
those economists who likes to keep his economics pure. On various 
occasions he protests the impotence of economic theory to tell us 
anything about the real world, not merely about the facts of the 
real world, but also about the value of the given facts in terms of 
economic welfare. 

It is perfectly true, as Mr. Triffin points out, that analytical 
thinking cannot by itself tell us in any particular case whether 
entry is free, homogeneous, heterogeneous or closed (p. 123). On 
the other hand, analytical methods can help us to explain observed 
phenomena and to understand their interrelations. It would, for 
instance, be difficult to account for the prevalence of short-time 
working without the theory of imperfect competition. 

Mr. Triffin further proclaims that ‘‘ deductive theorising is in 
no position either to justify or to condemn the workings of our 
individualistic economic system” (p. 166). He scoffs at Mr. 
Kaldor’s inference from the equilibrium conditions of firms 
under imperfect competition of “ ethical and political considera- 
tions of ominous importance ” (p. 153). He congratulates him- 
self on clarifying the nature of pure competition (by removing 
the assumption of free entry) so that it “‘ becomes a purely 
market phenomenon, stripped of its main social or normative 
claims.” 

Normative judgments necessarily involve certain postulates 
about social objectives. If these postulates are in terms of the 
size of the national income (apart from its distribution), deductive 
theorising can tell us whether, given certain technical and institu- 
tional conditions, the maximisation of profit by individual pro- 
ducers will tend towards a maximisation of social income or not. 
In this sense Pareto was right that free competition (implying 
horizontal sales curves and free entry) maximised ophelimity for 
the collectivity (p. 135) (again abstracting from the problem of 
income distribution). And in the same way it can be shown that 
under monopolistic competition, profit maximisation by individual 
producers will not lead to an optimal distribution of resources from 
the point of view of the community. Mr. Triffin asks whether the 
monopoly situation created by the location of a store on a busy 
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street corner “is more reprehensible or even simply less avoidable 
than economies of scale due to indivisibility of some cost factors ? ”’ 
(p. 154). The question at issue is not whether the imperfections 
of the market are avoidable or not. Whereas we might hope to 
eliminate the “sinister group of individuals, the institutional 
monopolists ”’ (quoted from Mr. Kaldor +) by “ trust-busting ” 
legislation, the existence of “ unavoidable ”’ causes of imperfection 
may cast doubt on the validity of the “ individualistic economic 
system ”’ as such. 

Curiously enough, the only glimpse which Mr. Triffin permits of 
the far-reaching political implications of his theoretical conclusions 
is exclusive to the Nazis. He quotes Dr. Stackleberg’s analysis 
of the effects of oligopoly as resulting in fighting and chaos, so 
that determiniteness can be inserted only “through extra- 
economic influences such as the intervention of the political 
umpire.” Mr. Triffin comments: “In this way economic theory 
is... made agreeable to the corporative schemes of the Third 
Reich.”’ In our present economic system we are suffering less from 
instability due to oligopoly influences than from waste due to 
product differentiation. Perhaps the democratic countries will 
some day adopt an economic system which will render the con- 
clusions of economic theory in this field as agreeable to them as are 
Herr Stackleberg’s theories to the Nazis. 

For those who regard economics as no more than an intellectual 
pastime or an exercise in logic, Mr. Triffin’s book will be greeted 
with pleasure and complete satisfaction. Aisthetically and logic- 
ally it is a fine piece of work. But for those—perhaps naive— 
idealists who look to the progress of economic science to point the 
way to more reasonable economic policies, the book is necessarily 
somewhat of a disappointment. It is distressing not so much that 
Mr. Triffin himself refrains from drawing any conclusions from his 
analysis, but that he is so entirely unaware that there are any 
conclusions to be drawn. 

M. F. W. Joseru 
London. 


1 Prof. Chamberlin on ‘‘Monopolistic and Imperfect Competition,” Q.J.£., 
1938, p. 524, 
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Towards our Inheritance: the Reconstruction Work of the I.L.0. 
(Montreal: International Labour Office, 1942. Pp. 74. 
1s.) 

Post-war Economy: a Statement of Principles. (Manchester : 
Federation of Master Cotton Spinners’ Associations, Ltd., 
1942, Pp. 12.) 

Reconstruction : a Report of the Federation of British Industries. 
(London: Macmillan, 1942. Pp. 31. 6d.) 

General Principles of a Post-war Economy. (London Chamber of 
Commerce, 1942. Pp. 16.) 

A Twentieth Century Economic System. Economic Reform 
Club (London: Williams, Lea & Co., 1942. Pp. 60. 6d.) 

The Old World and the New Society. The Labour Party (Lon- 
don: Transport House, S.W., 1942. Pp. 30. 3d.) 

A Word on the Future to British Socialists. (London: Fabian 
Society, 1942. Pp. 24. 6d.) 

Post-war Conservative Policy. By the Marquess of Salisbury. 
(London: John Murray. Pp. 14. 6d.) 


WE are not going to have a better social and economic order, 
or be in a measurable time better off, because of this war. It is 
pure tragedy, with delay and confusion in the measures of reform. 
Without the war, the rivalry and debate of democratic life would 
have taken us further by 1950 than we are likely to get now. 
The inflation of the war-time currency of speech is liable to con- 
cede to the Dictators at least a large part of what they are claiming 
about a new order. We have not owed to any wars the social 
progress of the past fifty years. The I.L.0. seems to me to strike 
the right note in saying rather that we shall have the power to 
repair the damage and go forward again. “The scale of destruc- 
tion is not absolute. It needs to be measured, not against the 
destruction in previous wars, but against the power of production 
and invention which has made it possible. There is, fortunately 
for humanity, a correlation between the power to destroy and the 
power to rebuild.’”’ We shall have gained some war-time ex- 
perience of industrial and financial methods, against the loss of 
time and the obstruction to free choice which end-of-war con- 
ditions will have created. It is plain from some of these pamphlets 
that it is the resumption of free choice which, after a period of 
resettlement, they are most anxious to ensure. Our powers will 
be subject to different plans. 

It would be useless to enumerate the items on which, as ex- 
pressions of ideals, there is a great measure of agreement, The 
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I.L.0. sums them up as the creation of security under conditions 
of personal freedom. These freedoms are expressed in the Atlantic 
Charter. But what is the solution of planning in a democracy 
where different interests, as is clearly shown by the two Labour 
against the two business pamphlets, will continue to have different 
interpretations of the meaning of freedom? The other political 
parties are preparing their own Reports. Will Reconstruction 
be the policy of whichever party first gets office, or will there be 
any means of filtering the differences by some non-party Council 
of sufficient authority to influence any Government? I do not 
know the answer to this question. A great deal of what is 
written in these pamphlets could have been written before the 
war, and shows that settled views are waiting to reassert them- 
selves. The one thing which the war can contribute is the spirit 
of reconciliation, but it will require an instrument, with a fresh 
mandate. 

This spirit is not that which actuates the interim Report of 
the Labour Party. It is to be hoped that a more creditable 
document will show their later outlook. They are too much 
concerned to throw the blame for the war on some past rulers of 
our present economic system, who did not find it in their interest 
to stand up to the Dictators, and some bitter paragraphs conve*’ 
the impression that the Labour Party has not opposed our proper 
armament, and that a planned economy like the Russian could 
not be aggressive. The tiresome rhetoric of this pamphlet 
becomes even amusing with its endless repetition of what “the 
Labour Party believes.” It is a relief to turn for Labour policy 
to the clear and carefully reasoned statement of the Fabian 
Society, which shows the meaning and limits of a Socialist plan, 
and does not use that word as a refuge from argument. 

Lord Salisbury’s statement of Conservative policy is not 
issued as an official one. It is a dreary dither of this and that, 
of ‘‘ somehow ” and “ on the one hand, but on the other.”” The 
making of great fortunes must not be restricted, because those 
who make them “ confer immeasurable benefits on the nation.” 
We have to be careful about State action, but the State must 
do something, since important industries must not be allowed to 
languish. There must be Conservative planning, and Conserva- 
tives must have the greatest sympathy with the insecurity of the 
workers, which is still “‘ an essential condition of human life,”’ 
and has “ most properly received the attention of Parliament.” 
Equal opportunity in educational standards is impracticable. A 
considerable expenditure of public money will be needed, and how 
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is it to be met? ‘‘ The answer no doubt is partly that it must 
be paid for out of Income Tax.” As regards political change, 
especially in respect of the House of Lords and local government, 
“these questions may have to be faced,” but “ we should be led 
by the weight of experience rather than by any spirit of specula- 
tive experiment.’’ Enough said. 

The statements of the three private organisations diverge so 
much, and not only in detail, as to cause some speculation on 
their methods of issue. The 182 Trade Associations which the 
F.B.I. represents must include the Cotton Spinners, while the 
L.C.C. claims to represent 9000 firms and companies. The two 
former agree in their claim for private enterprise, but the Cotton 
Spinners are more progressive in their special proposals than the 
F.B.I., which hankers after “ recreating ”’ the economic system, 
and in protecting British interests. This difference is, however, 
less notable than that between these two private organisations 
and the L.C.C., which endorses the pamphlet on “ Twentieth 
Century Economics.” If all these documents have really been 
endorsed by the organisations, and not just issued to them by 
their own bureaucracies, how can one account for such diver- 
gencies of views in their overlapping business constituencies ? 

All questions of orthodoxy apart, I am not able to say that the 
“ Twentieth-Century ’’ pamphlet makes sense, in either of its 
arguments about foreign trade and the control of currency. 
The problem, which it makes fundamental, of ensuring effective 
demand through purchasing power, is a right one to pose, but 
it is not a twentieth-century one; poverty is relative, and one 
can trace for 200 years back the argument on the contrast 
between “teeming wealth” and poverty. But it is badly 
argued on the ground that the low standard of life in poor coun- 
tries means that by their exports they can reduce other nations 
to a “rice standard ”’ of living; or that export consists normally 
in “‘ exporting domestic unemployment and dumping it on other 
nations.” Have these views the active endorsement of the 
members of the L.C.C.? Do they hold that we export our 
“surplus”? In order to control the push for exports, it is pro- 
posed that if, through blocked accounts, an export is not offset 
by an import in seven years, it shall be lost, and I do not know 
what this means. The proposals for controlling the lending power 
of Banks seem to me wrong and confused in respect of description 
of what the system is, and coming to nothing in respect of change. 
But, in spite of the authority with which this pamphlet is endorsed, 
I could not state only a difference of opinion on debatable points, 
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or conceal that I do not think it is sense. Is it the fashionable 
abuse by economists of that “ in which I was brought up ”’ which 
leads to the public idea that in economics you can plausibly say 
almost anything ? 

The notable agreement between these statements lies, strange 
to say, in the view that we must maintain a strong agriculture. 
This may be a crux of Reconstruction policy. The promises to 
this industry are being accumulated and consolidated to a degree 
which may cause a serious embarrassment. 

D. H. MAcGREGOR 
All Souls College, 
Oxford. 


First Quarterly Report for the Period ended April 30, 1942. 
Office of Price Administration. Lzron HENpERsoN, Price 
Administrator. (Washington, D.C. 1942. Pp. 231.) 


AMERICAN Official bodies have an excellent habit of explaining 
what they are doing with great fullness; this Report tells us about 
Price Control from the outbreak of war in Europe, but its story 
ends on April 30 of this year when things were beginning to get 
really exciting. 

The great slack of unemployment enabled the Americans to 
proceed a long way with their war effort without seriously 
incommoding the consumer. Indeed, in the early stages he 
benefited greatly. Defence expenditure proved more potent than 
the mighty efforts of the New Deal in expanding the economy. 
By April 1942, production, according to the Federal Reserve index, 
was twice as great as it was on the average in 1930-39. No 
wonder that although defence expenditure had risen from two 
hundred million to two thousand million dollars a month by the 
end of 1941, the consumer was able to have more of this greatly 
enlarged cake. The following table is worth quoting : 


Percentage increase in Sales: 
1941 over 1939. 


ee ee er 35 
Vacuumcleaners ...... . 45 
Incandescent lamps . .... . 61 
Electric washing-machines . . . . 63 
Household refrigerators . . . . . 69 
Kitchen ranges . ..... . 110 


At the same time private investment in plant and equipment in 
mid 1941 is estimated at 50 per cent. above the level of a year 
earlier. 
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All this does not mean that there was as yet no problem of in- 
flation. This spaciously expanding and comparatively uncontrolled 
economy experienced price rises roughly comparable to those 
which our own network of rations, controls and subsidies did not 
prevent here. By the closing date twenty-eight basic commodities 
had risen 63 per cent., all commodities 32 per cent., and food, 
clothing and house furnishings 27 per cent. above their level in 
September 1939. The expansion of production caused shortages 
and bottle-necks, and the price increases due to them generated 
increases elsewhere. Does this experience give a clue to the kind 
of price development one would have to expect in consequence of 
a really effective drive to obtain full employment by capital works 
in peace time ? 

Looking forward, the Price Administration realised that its 
problem would become much more formidable. What would 
happen when one half of national production was devoted to the 
war effort, as declared by the President, when monthly war 
expenditure stood not at two thousand million but at six thousand 
million dollars? The Report makes a prognostication for 1942. 
Consumption in March had already fallen by 8 per cent. from the 
high level of mid 1941. It supposes the supply of consumption 
goods in 1942 to stand at 12 per cent. below that of 1941 and to be 
worth 69 thousand million dollars at March 1942 prices. But 
incomes in that year would reach 117 thousand million dollars, of 
which 86 would represent potential consumer spending. Thus it 
deduced a “gap” of 17 thousand million dollars. It recognised 
that mere price control was not enough; that rationing, wage 
control and tax increases would also be needed. 

What has been the nature of the price control? In 1940 the 
“Price Division ’’ was confined to watching and advice; in April 
1941 the office of Price Administration and Civilian Supply was 
set up; but only in November 1941 did the House of Representa- 
tives pass a bill giving it unequivocal statutory power to control 
prices and rents. Much was done in 1941, however, formally and 
informally : formally by the issue of official maximum prices, 
informally by letters of warning, the publication of fair price lists, 
“ freeze ’’ letters calling upon members of the industry not to raise 
prices beyond the levelof a certain date, and voluntary agreements ; 
but even in the case of formal maxima only indirect sanctions 
were available—e.g., by the use of priorities to withdraw supplies 
from an offending seller. By December 1, 1941, nearly 40 per cent. 
of the wholesale price structure was under formal or informal 
control, and the success of this action is illustrated by a diagram 
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which shows that formally controlled prices were held in 1941, 
informally controlled prices rose some 6 per cent. while uncontrolled 
prices rose some 18 per cent. The formally controlled sector 
included iron and steel products, prices of which were fixed as 
early as April. 

The Emergency Price Control Act, which became law in 
January 1942, gave adequate powers, save that agricultural prices 
could not be fixed below 110 per cent. of “ parity.’’ After the 
American declaration of war the scope of formal price-fixing was 
enlarged; it was soon decided to make it universal, and a general 
maximum price regulation was accordingly issued in April. Its 
effect was to freeze all prices at the level reached in the preceding 
month. There were exceptions. As well as certain vendibles not 
classed as commodities—e.g., books, motion pictures, public 
utility services, insurance—as well as commodities lacking an 
organised market—e.g., fresh vegetables, objects of art—and as 
well as primary raw materials whose prices were controlled 
indirectly by maxima at later siages of production, a number of 
agricultural products had to be excepted because their prices had 
not yet risen to 110 per cent. of “parity.” The Report frankly 
anticipates great difficulties from this exception. Between August 
1939 and March 1942 prices received by farmers rose 66 per cent. 
and the “ parity ratio ’’ rose in consequence from 70 to 99. Thus 
“ parity ”’ had in effect been achieved. But the Act required 110 
per cent. of parity. “It was clear that the farmer, like the worker, 
was caught in the inflationary spiral—that although price tags 
might change, his real position could no longer be improved by 
rising prices. . . . A further rise in farm prices not only could not 
improve the real position of the farmers, but also it would exert a 
powerful upward pressure upon the cost of living, upon wages, and 
upon prices generally.” 

The general regulation had some tendency to squeeze the 
retailers, since at the named date (March 1942) they might be 
charging prices based on earlier wholesale prices. This was 
mitigated by the fact that many wholesale prices had been 
stabilised before March, that in many lines retail margins had 
already been inflated, and that the wholesale price stabilised was 
not that quoted in March but that paid on goods delivered in that 
month. However, it was recognised that in certain cases con- 
cessions might have to be made to the retailers; but the Report 
manfully proposes that they should be at the expense of whole- 
salers and manufacturers, and not the consumer. 

The Report derives from the experience of success in controlling 
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part of the field an optimism with regard to enforcement of the 
general regulation, always provided that the Administration 
proceeds to deal with the problems of wages, farm prices and taxes. 

In 1941 attempts were made to control rents voluntarilythrough 
local committees. The Act limits the powers of the Price Admini- 
strator to areas in which demand has been inflated by defence 
activities, and he has to give sixty days’ notice within which the 
State or local authority may get out its own scheme. By April 
1942 the areas designated as ‘“ defence-rental’’ areas included 
86 million people. 

Rationing falls within the scope of the Price Administrator, 
and the Report gives an account of action taken in the case of 
tyres, motor cars, sugar, typewriters and petrol. 

In addition to the general narrative there are more detailed 
studies of each commodity. The Report is written with admirable 
lucidity and enlivened throughout by intelligent comment on the 
economic implications of the procedures described. 

R. F. Harrop 
Christ Church, 
Oxford. 


The Economics of Total War. By H.W.Spreczu. (New York and 
London: D. Appleton-Century Co. 1942. Pp. xiv + 410. 
$3.00.) 

Introduction to War Economics. By Brown University Econo- 
mists. (Chicago: Richard D. Irwin Inc. 1942. Pp. 248. 
$1.25.) 


A WRITER on war economics has to strike a nice balance 
between the analytical and the topical. He must nourish the 
reader’s understanding with simple logical truths about men and 
materials and at the same time tickle the reader’s palate with 
amiable chat about what is going on and what we ought to do 
about it. He must provide the milk of pure logic to keep us on 
our feet; and mix us a stiff cocktail of history—government 
regulations, orders of magnitude and a dash of what happened last 
time—to put us in the mood for going places. 

Dr. Spiegel is rather too impatient for his cocktail, and gives us 
heady additions of facts and figures without a sufficient base of 
argument. His book will therefore be of more interest to the roué 
of Whitehall, familiar with the problems and crying for ever more 
experience, than to the student for whom the problems are still 
fresh and baffling. The facts are given in plenty, nearly every 
page being strewn with statistics on the most diverse subjects. 
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But the analysis is left to appear as a kind of outcrop in the middle 
of each chapter, and in some chapters, notably those dealing with 
labour policy, it is far from adequate. It is unsatisfactory, for 
example, to consider man-power requirements in Chapter IIT and 
interpose 70 pages on other unrelated topics before returning in 
Chapter VI to problems of labour supply. There is no discussion 
of the kind of reservation policy best calculated to withdraw 
labour for the armed forces without interference with industrial 
mobilisation; or of the limits to which war production can be 
pushed before the man-power shortage will become acute. 

A more serious weakness is a tendency to indecisiveness: to 
put criticism in the mouths of others rather than voice it as a 
personal view. This indecisiveness comes out clearly in Dr. 
Spiegel’s discussion of rationing. It is not easy to discover how 
far he thinks it necessary to ration commercial goods in the United 
States; nor whether he approves or disapproves of the Kalecki 
proposals for general rationing; nor whether he likes points 
rationing; nor what he thinks of single-line rationing by licence. 
The selection of topics for discussion is equally indecisive : instead 
of picking out the major problems and indicating the teaching of 
experience on each, he tries to find space for everything, from 
communal kitchens to the history of casualty rates. 

What Dr. Spiegel loses in analytical cohesion he gains in 
topicality. He has been at pains to study foreign experience, and 
shows great familiarity with the course of events in Britain, 
drawing heavily for this on the Economist. On Germany he is not 
so illuminating. As for the U.S., nothing is more striking than the 
omissions; the things that have preoccupied us in this country for 
the past year seem hardly to have begun to trouble economists in 
America. Bottlenecks, geographical or otherwise, are mentioned 
once and once only. The degree of labour shortage can be gauged 
from the fact that in June 1941 only 23 defence industries worked 
a 50-hour week (machine tools leading with an average week of 
51-9 hours), and that, in an industry as vital as shipbuilding, hours 
averaged only 45-3. There is only an incidental reference to the 
geographical dispersal of orders; and there is no discussion in any 
detail of such problems as compensation, women in industry, 
shortage of supervisory labour, factory and storage control, 
standardisation and the technique of programming. 

Whatever its deficiencies, The Economics of Total War is a most 
useful book to have on hand. Two chapters, one on “ Foodstuffs 
in the Military Economy” and the other on “ Strategical 
Materials,”’ will be particularly valuable to civil servants seeking 











368 THE ECONOMIC JOURNAL [DEC. 


to obtain a convenient summary of the sources of supply, orders of 
magnitude and range of substitution of the chief materials of war. 


The volume issued by the Brown University Economists is 
more modest and less anthological, and is much better adapted to 
the needs of students. There is perhaps too much space given 
over to “‘ the humbug of finance ’’; and wage policy is dealt with 
too exclusively from an anti-inflation point of view, as if demands 
for wage increases had little or nothing to do with adjustments in 
relative wage rates, with jockeying for position after the war, with 
taxation and the incomes going to property owners and employers, 
and with the social services (e.g., family allowances). 

With so many joint authors there are naturally some differ- 
ences of opinion: Chap. I tells us not to hope for much from an 
increase in U.S. total output, while Chap. II tells us that the labour 
force may increase by the equivalent of 15 million or even 20 
million workers through the employment of women and persons 
now unemployed and by increasing average hours per week to 50 
or 56. But with rare exceptions the chorus sings in tune with that 
harmony that we have come to expect of economists in war-time. 


ALEC CAIRNCROSS 
London. 


The New Population Statistics. By R. R. Kuczynski. (Cam- 
bridge : University Press, 1942. Pp. 31. 1s. 6d.) 

Nation and Family. By A. Myrpaut. (New York and London: 
Harper Bros. 1941. Pp. xi + 441. $4-00.) 

Social and Economic Aspects of Swedish Population Movements 
1750-1933. By Dorotuy 8. THomas. (New York: Mac- 
millan. 1941. Pp. xxiii + 487. $6-00.) 

Parents Revolt. By R. and KatHiLEEN Titmuss. (London: 
Secker and Warburg. 1942. Pp. 128. 3s. 6d.) 


Dr. Kuczynski in the first of the Occasional Papers to be 
published by the National Institute of Economic and Social 
Research examines two official publications. The first is a recent 
White Paper, ‘‘ Current Trend of Population in Great Britain,” 
embodying the memorandum submitted shortly before the out- 
break of war by the Registrars-General of England and Wales 
and of Scotland to the Royal Commission on the Geographical 
Distribution of the Industrial Population. The Registrars- 
General are here concerned to correct what they consider to be a 
popular misunderstanding of our demographic prospect. They 
wish to show that the recognized non-official authorities on 
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population have given too gloomy a view of the decline in numbers 
which awaits us; the White Paper consequently makes estimates 
based on optimistic assumptions (e.g., that the effects of war 
upon mortality need not be considered, and that the 1938 level 
of 700,000 births per year in Britain may be maintained in the 
future), which Dr. Kuczynski has no difficulty in demonstrating 
to be quite unrelated to the realities which are governing current 
population trends. 

In his Statistical Review (Tables, Part IT, Civil), 1938, recently 
published but unfortunately almost unobtainable by the ordinary 
reader, the Registrar General of England and Wales makes 
available the first fertility data collected under the Population 
(Statistics) Act, 1938. Here at last should be a solid basis for such 
calculations as the British reproduction rates. Unfortunately, 
however, the new statistics, like all our earlier ones, are based 
upon the number of births registered in a given period, and not 
upon the number actually occurring. This is the most out- 
standing of several defects which render the new data somewhat 
unsatisfactory. In the course of his Review the Registrar 
General proposes to offset the threatened decline in our population 
by increasing the annual number of births in England and Wales 
by about 130,000. This might be achieved, he says, by 


(1) increasing the fertility within marriage ; 

(2) enlarging the average proportion of women who marry, 
especially at those ages when bifths appear most likely ; 

(3) lowering the over-all age at which women, on the 
average, marry. 


Unhappily, to make these changes would, as Dr. Kuczynski 
shows, require conditions some of which are nearly, others com- 
pletely, impossible. The first proposal, for example, would require 
a 21 per cent. increase over the average for 1938 in the number of 
children born to each married woman, whereas marital fertility 
rates have actually decreased in every year since 1938. The 
second proposal is invalidated by a number of errors in the argu- 
ment, the most important of which is to assume the possibility 
of keeping the annual number of brides constantly above the level 
of the number of girls born sixteen years earlier—an evident 
impossibility. In fact, we must expect the reproduction rate to 
be affected adversely before long, owing to a decrease in the 
number of marriages. The most serious errors, however, occur 
in the Registrar’s calculations of the effect that could be expected 


from lowering by two years the age of marriage. In the first 
No. 208,—VoL. Lu. BB 
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place, the probable effect of earlier marriage upon- births is 
much overstated, because only the immediate prospect up to 
1949 is viewed, instead of the whole child-bearing period of women. 
Further, the Registrar assumes that women marrying, for example, 
at ages twenty-three to thirty would, if they married two years 
earlier, bear as many children as those who do in fact marry 
earlier. This assumption ignores the habit of planning the size of 
families by use of birth control. 

Mr. and Mrs. Titmuss give a much more reliable picture of our 
demographic future by confining themselves, in their popular 
presentation, to surveying the material produced by non-official 
authorities. Their book should prove useful in making the general 
reader aware of the serious problem facing us if we are to avoid 
an unduly ageing and dwindling population. They are shaky, 
however, when they come to economic aspects, a weakness which 
is probably at the root of their over-pessimistic conclusion that 
nothing short of a moral revolution can help us much. 

Sweden has gone farther than any democracy in grappling 
seriously with the threat of a declining population ; and since 
Swedish conditions are not unlike our own, there is no doubt that 
Swedish experience can be especially valuable to us. Dr. Thomas’ 
book is useful for its account of the social and economic back- 
ground of Sweden’s demographic trends, especially those from 
country to town, during the period she chooses (nearly half the 
book). Thereafter she subjects the movement between rural 
and urban areas to a detailed analysis, based upon the very 
full statistics available, and which she prints in extenso, dividing 
communities into eight geographical regions, and classifying them 
according to degree of industrialisation into six types. Curves 
are fitted and trend values for certain demographic factors 
calculated. Despite the extensive tabular matter, the book 
appears remarkably free of errors, apart from a few obvious 
misprints (and a curious reference on p. 218 to a “ weighted 
average’, which appears to be a pure algebraic summation). 
The results of the analysis, however, while interesting as a statistical 
study, do not demonstrate much more of general interest than that 
industry in Sweden, though less concentrated in towns than over 
here, has proved the same magnet to population. 

Fru Myrdal brings statistical evidence to show that this 
internal flow of Sweden’s population has created pools where within 
the marriageable age-groups one sex outnumbers the other, thus 
hindering marriage and fertility. This particular maladjustment 
is not one which would appear common in Britain; the other 
causes of infertility in Sweden, however, are to be found to a 
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varying degree in all civilised industrial countries. These 
causes, both institutional and personal, Fru Myrdal elaborates 
with the help of statistics and with an eye to broad sociological 
significance. The stage now reached by Swedish trends of 
fertility and by the net reproduction rate is grave enough to 
justify her phrase, “a crisis in the family as an institution.” 

Broadly, there are two ways of meeting this crisis: against 
the will of the public, fertility may be forced up by official pressure, 
terrorism or mass suggestion—the Nazi way; or, more civilised 
and better assured of success, a new set of conditions may be 
provided for parenthood, both removing present obstacles 
(refusal to employ mothers, reduction of parents’ standard of life 
through birth of children, etc.) and creating facilities (clinics, 
créches, living accommodation suitable for children, etc.) with 
intent to reorientate the family as a voluntary institution fit to 
survive among the practices of modern industrial society. 
Sweden has chosen the second way, and, with unique clear- 
sightedness, set about the necessary reforms. Fru Myrdal 
devotes the second part of her book (270 pages) to discussing 
these reforms and pointing the way for other democracies. 

In May 1935 the Riksdag appointed the famous Population 
Commission, whose members included a professor and a former 
professor of statistics, a professor of economics, a professor of 
hereditary biology, a woman doctor and the head of a women’s 
organisation, as well as representatives of the political parties. 
In the mandate to the Commission the Minister of Social Affairs 
warned them that the problem they were to investigate “ in- 
volved the very foundations of society and demanded the most 
comprehensive handling ’—in fact, laying down conditions of 
“economic security for the adults and proper growth of oppor- 
tunity for the young among our people as a whole.”’ With the 
help of a special census, the Commission set to work in the spirit 
of their mandate, and produced a series of reports (examined by 
Fru Myrdal) on which Swedish reforms have been based. Public 
opinion, despite the temporary opposition of certain groups, was 
with them. 

The Swedish policy of stimulating births by broad social 
reorientation may be described as one of “ benefits in kind ” to 
parents. Experience of the ‘“ benefits-in-cash ’’ policies hitherto 
pursued by other countries bears out Fru Myrdal’s argument that 
unless quantity of population be considered alone at the expense 
of quality, payments in cash cannot be large enough, short of 
overturning the budget, to overcome the disinclination of parents 
throughout society to having children. Furthermore, benefits in 
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kind, if properly devised, bring incidental social economies 
outside the sphere of fertility—e.g., school meals improve the 
health, raise the efficiency of labour and reduce the national bill 
for sickness. Again, such benefits, being communally provided, 
often cost less than the sum of provision by individual households. 
The Swedish people, however, have been able to approach their 
problem in a spirit of rational enlightenment only because they 
have enjoyed certain favourable conditions—namely, a frank 
attitude to sex inherited both from long secularisation and from 
rural courting habits, wherein a degree of sex experimentation 
was made with social approval; and a unity of national purpose 
which is owed to relative equality of incomes and to a high level of 
education in matters of civic responsibility. The very different 
spirit in which our Inter-Departmental Committee on Abortion 
reported on the eve of the war underlines the lamentable absence 
of such conditions in this country; and the recent refusal of the 
Registrar General to face realities gives a further indication of the 
extent of the difficulties which await us if we attempt to handle 
our own population problem effectively and democratically. 
GRacE G. LEYBOURNE 
Bath. 


Nutrition and Size of Family. Report on a New Housing Estate— 
1939. Prepared for the Birmingham Social Survey Committee. 
By M.S. Soutar, E. H. Wirxuys, and P. Sarcant FLORENCE. 
(London: George Allenand Unwin. 1942. Pp.50. 2s. 6d.) 


SLUMDoM is everywhere regarded as the greatest of all our 
social evils. This report reminds us that bad housing is not the 
only evil. Everything in the garden city is not lovely. 

The investigators chose Kingstanding, the new housing estate 
on the outskirts of Birmingham, as the scene of their enquiry. 
It contains about 5,300 households, consisting partly of families 
transferred from the older areas of the city under slum-clearance 
schemes, and partly of families selected according to their ability 
to pay rent regularly. The majority of the houses contain 
only three bedrooms, but the standard cf public amenities is 
high. 

The object of the survey was to compare the conditions of 
living of families of different sizes in this environment. Accord- 
ingly, 302 families were selected for study, in such a way as to 
have an approximately equal number of families in each of six 
groups, ranging from families with one child under fourteen to 
families with six or more children under fourteen. The families 
were visited by Miss Soutar, and 269 of them gave the information 
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which was requested. The data were compiled between April 
and August 1939. 

Though it is not explicitly stated, it appears that the basic 
data were collected by one visit to each family, during which a 
statement of the current week’s earnings, as well as an estimate of 
average weekly earnings, were obtained from each wage-earner. 
The amounts regularly contributed to the housekeeping money 
by each wage-earner, together with information concerning hire- 
purchase payments, rent, etc., were also recorded. Actual family 
budgets were not asked for. 

Upon the basis of the figures thus collected the net income of 
each family was calculated by two methods. The first is to add 
together the wages of the head of the family, the contributions 
made by every other wage-earning member and any income from 
other sources, and then to subtract certain necessary expenditures 
on rent, transport, etc. The second and more realistic method 
includes in the total net income not the actual wages of the head 
of the family, but his customary regular contribution to house- 
hold expenses. To measure conditions of living, net income 
calculated in each of these ways is compared with certain minimum 
standards of expenditure upon necessities. For food the standard 
used is that of the Nutrition Committee of the British Medical 
Association (1933), for fuel and clothing those of the Bristol 
Survey. As the authors point out, neither of these measures 
makes adequate allowance for expenditure upon conventional 
necessities like haircuts or quasi-necessities like entertainment, 
newspapers, druggists’ sundries, etc. 

By the first method of measurement 150 families were found 
to have a net income more than sufficient to meet minimum needs, 
34 were on the borderline, and 79 were below. By the second 
method, 81 families had more than sufficient, while 188 were on 
the borderline or below. Both measurements show clearly that 
the larger the family the worse off the individual is likely to be. 
The authors calculate that by the first measure 31 per cent. of all 
children on the estate were living on or below the line of minimum 
sufficiency. If the second method of measurement is applied, 
this figure rises to 60 per cent. It is impossible to disagree with 
their conclusion that “it is to be hoped that in post-war planning 
due provision will be made to couple with rehousing some scheme 
of allowances or of additional social services which would enable 
children to reap full benefit from the improved environment of the 
housing estate.” 


Cardiff. 


H. A. Marquanp 
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The Distribution of Population and the Location of Industry on 
Merseyside. By Witrrep Smitu. (The University Press 
of Liverpool. 1942. Pp. 133. 5s.) 


Tuis monograph is distinguished as perhaps the first attempt 
to investigate by statistical methods the causes for the location of 
certain industries in a certain area. It is to be hoped that such 
monographs will be written of other places; but Merseyside is a 
most suitable area to start on. For here there is a dominating 
factor at work—the existence of a port that imports heavy 
materials which it is more economical to process on the spot than 
elsewhere. 

Mr. Smith rightly sets out by measuring the precise degree of 
localisation on Merseyside of its several industries, and selects 
those with a high location factor for detailed causal analysis. The 
location factor is obtained by dividing the proportion of workers 
in any particular industry found in the given area by the corre- 
sponding local proportion for all workers. The author then 
proceeds to a commendable attempt to correlate the Merseyside 
location factor of an industry with measures of its “ mobility,” 
such as the proportion of its material costs to the total value of its 
product. Vegetable-oils crushing, grain-milling and sugar-refining 
have both high Merseyside location factors and high material 
costs, and many of the other industries with a high Merseyside 
factor, such as soap- and candle-making, animal feeding-stuffs, 
sugar confectionery and jam-making, are linked as secondary to 
these three primary industries. 

This is a useful statistical testing of the economists’ dictum that 
weight-losing and allied industries tend to be located at source of 
material—in this case port of entry. But the indices employed 
require further refinement. High material costs in relation to 
value of product may, for instance, indicate a vertically dis- 
integrated single process, and consequently a low value added to 
material, whether heavy or not; or it may indicate simply a late 
stage in the industrial process when materials are costly because 
they have had much work already done on them. Retailing, for 
instance, has a high material (7.e., merchandise) cost compared to 
manufacturing, but loses no weight. Nevertheless, even if tools 
are still rough, Mr. Smith is working with the right sort of tools— 
tools that can be used on the factual material at our disposal in 
Censuses and other statistical returns. 

Besides the light he throws on the location of industry, dealt 
with in the longest, second, part of his monograph, Mr. Smith has 
some interesting statistics to show in part one, on the local distri- 
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bution of population within the area of Merseyside, and in 
particular the divergence of residence from workplace. In the 
last part he deals with the future of Merseyside. This obviously 
depends, even more than for the rest of Great Britain, on (p. 125) 
“the dissolution of the shackles on the freedom of trade ”’ and 
“ the translation of the Atlantic Charter into accomplished fact.” 
For Merseyside prosperity depends not only on the processing of 
heavy imported materials, but also on international shipping and 
the industries working for this shipping as a market. In case 
industry is to be planned for full employment in the future, Mr. 
Smith ends with a plea for providing Merseyside with greater 
opportunities for skilled male employment and for a greater 
number of the newer assembly industries. 


P. SarGant FLORENCE 
University of Birmingham. 


Einfuehrung in die Grundfragen des industriellen Rechnungswesens. 
By E. Scunerper. (Copenhagen: G. E. C. Gad’s Forlag. 
1939. Pp. ix + 178, also 8 supplements of folding charts.) 


THe author—Professor in Aarhuis—is well known from his 
contributions to the theory of imperfect competition. His book, 
though written and published in Denmark, is in German, and is 
mainly based on the methods of book-keeping and cost accounting 
made uniform throughout Germany by decrees in 1937 (for book- 
keeping) and 1939 (for cost accounting). This aspect of the 
German war and pre-war economy has not found the attention it 
deserves, though any close study shows how fundamental these 
measures are to the allocation of materials, the closely-built 
superstructure of price control, wage control, labour and con- 
tracts, measures of concentration and compensation, and the like. 
The very fact that Professor Schneider has written this book is 
evidence of the increased interest taken by economists and 
business-men in accounting and costing problems; they inevitably 
arise in the course of war production, as indeed of any planned 
system, as is evidenced by Russia or the N.R.A. era in the U.S. 
Perhaps I may be allowed to say that I have myself for some 
time been studying these German methods of standardised 
accounting under the egis of the National Institute of Economics 
and Social Research, and hope shortly to publish the results in 
their series of Occasional Studies. I hope there to be able to 
examine more closely some of the problems raised in this book. 

Among the most striking features of Dr. Schneider’s book 
which can be mentioned in a short review are, first, the reliance 
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on algebraic or symbolic argument rather than the double-entry 
accounts system so dear to the accountant. This—one cannot 
help thinking—would be a welcome change in the methods of 
accountants’ training. Few of them manage to free their minds 
from the coils of double-entry balances. But, after all, the 
accountant should be predominantly the business statistician. 
Why should he not use the methods evolved for statistical work ? 

Second, there is special stress on “‘ departmental accounting ” 
as contrasted to ‘‘ unit or job accounting.”” This tendency towards 
accounting by departments, workshops or even individual work- 
benches is inherent in the system as it is now officially imposed. 
Departmental accounting, it is hoped, will disclose inefficiency, 
trace back sources of waste to their true origin, reduce the dis- 
economies of large-scale organisation and generally make up for 
the absence of external competition by a new subtle interdepart- 
mental competition. Of this departmental accounting Professor 
Schneider waxes quite enthusiastic. “It cannot be doubted 
that departmental accounting will gradually displace the anti- 
quated method of order accounting.’’ It does not, however, 
sound very convincing when he goes on to ask “‘ How can the 
success of a period be attributed to dead objects—products or 
orders—and how can these be held responsible for that success ? ” 
(p. 19). 

Third, the book is symptomatic of the attempts at arriving at 
a system of “ quantity accounting”’ from which the external 
disturbance of changing prices, wage rates, depreciation practices, 
and so on, are removed. This distinction between “ workshop 
book-keeping ”’ and “ business book-keeping ”’ is another feature 
of the German uniform system; but it is interesting to note that 
in Professor Schneider’s view it does not go far enough in bringing 
about the complete and self-contained system of quantity 
accounting which he would like to see develop as the mainstay 
of accounting. “‘ Through basing factory book-keeping on fixed 
prices, budgeting. which is the backbone of all entrepreneurial 
activity becomes an integral part of the book-keeping system. 
Thus there is achieved an interplay between plan and reality 
which would not be possible by any other method ” (p. 87). 

To sum up, accounting reforms are among the most essential 
conditions of further economic and technical progress; for all 
who are interested in them this book will provide much food for 
thought. 

H. W. SINGER 
University of Manchester. 














NOTES AND MEMORANDA 
THE GERMAN WAR ECONOMY—VII 


General Organisation 


THE period under review! was dominated by the official 
slogans ‘‘ de-bureaucratisation,”’ ‘‘restoration of the entrepreneur,” 
and “ more power to the Party.” This alliance between the Party 
and private business—leaving the established Civil Service out 
in the cold—has found its expression in numerous decrees and 
measures, initiated by Hitler’s well-known speech to the Reich- 
stag. Of the decrees, the most important one was that “ for 
the simplification of the armaments industry ”’ (April)—relaxing 
quota supervision and control of cost, but imposing heavy 
penalties, including death, for any false statement. This decree— 
* greeted in industrial circles with a feeling of delivery ”’ (Volks- 
wirt)—has released a pent-up flood of criticism of the old system. 
“‘ For lack of personnel, time, ignorance and confusion, the quota 
regulations could often not be correctly observed.” Complexity, 
overlapping of controls, unclearness of allocations, a “ vicious 
circle of mutual distrust between controls and business ”’ are all 
terms now applied to the previous system. The new policy of 
** produce more and organise less ’”’ (Funk) is said to have responded 
to “‘ a strong yearning for more economic freedom.”’ In pursuance 
of “‘ re-privatisation,” factories and machine tools which were 
previously only leased to private business-men are now to be sold 
to them (this is, however, also intended to reduce excessive private 
liquidity); the formation of “ business-men’s committees” in 
the Ministry of Armaments is believed to foreshadow fuller 
admission of business-men to key posts in the Civil Service; the 
abolition of the office of the State Commissioner for Iron and 
Steel and the transfer of his functions to the new self-administering 
** Federation ” 2 (July) is also a straw in the wind. 

Other interesting comment on the “ old bureaucratic system ” 
is that “ industrialists developed a habit of asking for more than 
they actually needed—and often got it’’; that “‘ most returns 
made in the old era were deliberately false’; that the old system 


1 This seventh instalment covers the period April-September 1942. The 
series is supported by a grant from the National Institute of Economic and 
Social Research. The rate of conversion used is £ = 12 marks, as in the previous 
surveys. 

2 See below, p. 381. 
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was “ created by ideologists ’’ who “ required eight 2-page ques- 
tionnaires to be filled in before even a typewriter could be ordered.”’ 
“The new policy has already brought about important improve- 
ments ’’ and “ economised labour in bureaucratic departments ”’ ; 
“everybody draws a breath at the release from red tape,”’ and 
so on. This flood of derision is indicative of a state of affairs 
which makes it very difficult to form an opinion on the actual 
working of different policies. As long as a system is in force it 
is declared to work absolutely smoothly; as soon as a change is 
made, the old system is invariably described as a major obstacle 
to increasing production. 

Regarding the statement about false returns quoted above, it 
is interesting to note that the Simplification Decree of April 
grants retrospective indemnity for false statements or returns 
made in the past, provided they are voluntarily rectified before 
officials have investigated. 

Civil Service reforms in the course of ‘‘ de-bureaucratisation ” 
include the abolition of the time-honoured “‘ lawyers’ monopoly ”’ 
for posts of administrative grade. The Economics Diploma now 
opens the door to the higher ranks. This step—which fulfils 
a long-standing demand by the German economic faculties—is 
indicative of the shortage of trained administrative personnel and 
the increasing importance of economic problems in administra- 
tion. The university training of Civil Servants has also been 
reorganised ; more importance is given to economics and politics, 
less to law. In co-operation with the party organisation, special 
** Academies for Administration ’’ have also been set up. To 
reduce the flood of regulations, a general “ law stop ” was decreed 
in April. Only decrees of real importance may be issued hence- 
forth. A special campaign has been started—with Minister 
Kehrl in charge—to reduce the overlapping of Departments in 
making allocations of materials. A special section has been set 
up at the Ministry of Armaments to re-examine all suggestions 
from business quarters which have been rejected or not acted upon 
by other Government Departments. A decree forbidding local 
and lower authorities the excessive use of the habit of “‘ referring 


back ” to higher authorities elicits this welcome: “‘ The citizen 
will notice with satisfaction that the administration will leave 
him more time in future for his job of production. . . . A restric- 


tion of legislation would benefit production.” 

Changes in personnel include—apart from the retirement of 
the Commissioner for Steel already mentioned—the retirement of 
the Special Commissioner for Agricultural Prices whose appoint- 
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ment was discussed in the previous survey.! The office has been 
abolished. On the other hand, a special Commissioner for Man- 
power in agriculture and food production, has been appointed to 
work under the auspices of Sauckel, the labour dictator drawn 
from the Party. 

The trend—noted in the last survey on the occasion of Sauckel’s 
appointment ?— of giving increased power to the Party organisation 
continued. The system of Chambers of Commerce has been re- 
organised to coincide with the party districts (Gaue) ; the economic 
advisers of the Party Gauleiters have been placed in charge of the 
new Gau Chambers;? Sauckel has now also taken over the 
labour functions of the Four-Years’-Plan Office (May); Ley (of 
the Party “ Labour-Front”’) has been made Housing Com- 
missioner, and the Party Gauleiters are the District Housing Com- 
missioners (June). The control of the Economic Department of 
the Reich Food Estate has been transferred to two nominees of 
Himmler (in charge of the 8.8. and Gestapo). The trend towards 
more direct Party control is unmistakable. 

In view of the present discussions on the proper use of scientific 
advice, it is interesting to note that it was decided in Germany, 
by decree of June 15, to set up a new “ Council for Scientific 
Research,” not directly attached to any particular Department 
but presided over by Goering. The Minister of Armaments also 
declared that his Department was to be controlled by engineers, 
not Civil Servants. 

Organisation of Supply 

1. Progress of Concentration.—During 1941 the number of 
joint-stock companies fell by a further 83 (from 5,656) and that 
of limited liability companies by 79 (from 23,831). 10% of all 
bank branches are closed but the bank journals warn that “ the 
saving in man-power will be negligible ” and offset by the “ extra 
burden on customers.” In cigarette-making, where daily output 
per head varies from 2,000 to 34,000, about two-thirds of the 
sixty-six factories were closed down in May (all those with a small 
output per head, almost all small ones). Thus 50% of all workers 
are to be released, and the number of brands reduced from 450 
to 150. The nucleus firms pay a levy to the closed ones. The 
six factories using German-grown tobacco are exempted. To 
show that there is still more scope for concentration, Volkswirt 
mentions the case of an industry with sixty-five firms, only three 

1 Economic JOURNAL, June-September 1942, p. 187. 2 Ibid., p. 186. 


3 There is no space to comment in detail on this interesting new development ; 
it is hoped to do that in the next instalment. 
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of which can use a certain substitute for copper and tin; but 
those three could take over the whole production. In another 
industry all firms are still working, although the quota is down to 
15%. The soap industry was mentioned in an early instalment 1 
as a “ new model ” of war organisation ; it is interesting to find it 
now stated that “it is doubtful if individual brands can be main- 
tained in practice indefinitely ”; about half of the 781 firms are 
closed. The right of “ neutral advertisements” by individual 
firms has also been cancelled. Generally, apprentices in closed 
firms must be taken over by nucleus firms in the same area. 
Where this is not possible they will be transferred to another 
region but must remain in the same trade. There are complaints 
that concentration decisions are made on the basis of obsolete 
figures and neglect new factors in the situation. The suggestion 
is made to convert closed firms into workers’ “‘ barracks,”’ and 
thus help to break down the accommodation bottle-neck. 
Volkswirt also makes the interesting suggestion to put efficient 
firms in each section of industry in charge of inefficient ones for 
purposes of re-organisation. 

2. Standardisation.—Clothing firms may only produce a 
maximum of three lines, firms with less than 240 employees 
only two, and with less than 80 only one. Manufacturers can 
decide for themselves up to June 30, 1942, but the groups can 
override their decision and allocate a different line from that 
selected. Furniture has been divided into three classes (decree 
of July 1, 1942): kitchen, bedroom and living-room. Each 
producer must specialise on one class; there are only two price 
groups for each type, and at least half of each manufacturer’s 
production must be of the cheap “ utility” type.. The third 
(highest) price group has been abolished. In wire netting all 
orders are now distributed through a Central Syndicate, in order 
to promote standardisation. Each producer may produce a few 
types of agricultural machinery only but must continue to pro- 
duce spare parts for all his old types. Razor blades have been 
standardised at two thicknesses. It is interesting that the 
problem of “ quality control” is discussed in terms almost 
identical with those used here: ‘‘ exaggerated requirements by 
departments as to accuracy and finish,” “ tolerances should be 
increased,” ‘‘ departments should be more amenable to sugges- 
tions as to simplification,” ‘‘ inexperienced inspectors,’ and the 
like. 

3. National Maintenance Subsidy.—The scheme—after the 
1 Of. April 1941, p. 21. 
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extension reported in the previous instalment 1—was further 
revised by abolishing the condition that a firm’s own capital in 
excess of £4,200 must be used up before compensation is payable. 
“One heard complaints on every side that the thrifty entre- 
preneur who had ploughed back his profits into his business had 
been penalised.’’ Compensation will now also be paid for damage 
done to machinery during periods of idleness, even if no actual 
repairs can be carried out; this payment will only be made at 
the time of re-starting. Any cost of re-starting in excess of 
subsidies received under the scheme will also be paid. Profits 
made during the business year of closure will now be left out of 
account in calculating the subsidy due; this provision applies 
retrospectively in all cases. The “ entrepreneurs’ wage” has 
also been increased in cases of heavy fixed commitments. In 
spite of these extensions (which are bound to accelerate further 
the increase in payments under the scheme) Volkswirt still declares 
the subsidy to be “ insufficient ’’ and reports “a state of depres- 
sion”? among “telescoped” entrepreneurs; the paper also 
advocates the extension of the scheme to shops.? The textile 
industries have now displaced the chemical industries as those de- 
riving, after bricks and potteries, the most benefit from the 
scheme. The total amount distributed to June 30, 1942 (2 years) 
has now increased to £3-1 millions. Of this £1-4 millions was 
during the first half of 1942, when the distribution was 40% more 
than during the second half of 1941.4 The total amount collected 
by end-June was £6 millions, so that there were funds in hand for 
approximately nine more months. 

4. The Iron Federation.—The policy of forming new vertical 
super-cartels 5 took a big step forward with the formation of the 
Iron “ Federation ”’ extending vertically from ore to rolling-mills. 
More than 300 cartels are embraced by the new organisation. 
The chairman (though government-appointed *) is a prominent 
private industrialist, Roechling; similarly the vice-chairman, 
Krupp. Roechling was also appointed chairman of the iron- 
producers’ group (replacing Poensgen); but the Minister of 
Economics and, echoing him, all the papers explain that the new 
Federation is not meant to supersede the groups. Roechling was 
also made the “‘ Leader ” of the main committee for iron and steel 
in the Ministry of Armaments. This illustrates the principle of 
avoiding friction by “‘ personal union ”’ of leading functions. The 


1 June—September 1942, p. 189. 

? Retail trade problems will be dealt with in the next instalment. 

3 See the list in the previous instalment, p. 189. * Cf. ibid., p. 189. 
5 See the previous instalment, p. 187. ® Ibid. 
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new Federation also took over most of the functions of the 
previous Steel Control.1_ The new Federation is obviously a very 
powerful body; it took immediate steps to change methods of 
allocation and institute a new scrap drive. There are, however, 
some notes of caution. “‘ One will have to watch carefully for 
the disadvantages which such a centralisation of direction may 
have.’ The Federation also covers the metal trade; in effect the 
latter is now dominated by the industry; the area covered 
includes the occupied countries. A new “ Federation ”’ was also 
set up for Bast Fibres which is ultimately to take over the flax 
and hemp controls. 

5. Changes in Steel Allocation.—The old system of “ control 
numbers ”’ was scrapped, and a new system of “ iron cheques ” 
(on the analogy of the leather cheque and the clothing cheque) 
was started as from October 1942. Volkswirt in an obituary 
notice on the old régime writes : “ The civilian quota had become 
the Cinderella of the system.’”’ Manufacturers would not accept 
them because they could not get labour for such production. 
*“ There developed almost a priority scale of control numbers.” 
The artisans’ quota also gave trouble: ‘The very complex 
regulations were not properly observed by the artisans.’’ The 
iron cheques—on their way back from user to producer—have 
produced the usual paraphernalia of “iron accounts,’ “iron 
clearing-houses,”’ and so on. There is also some discussion of 
extending the system of points-rationing to the ultimate civilian 
consumer of metal goods, but the stumbling-block is the “‘ diffi- 
culty of determining the metal content of different products.’”’ A 
beginning has, however, been made with the points-rationing of 
household goods.2, With the change in allocation all existing 
stocks in excess of three months’ needs were requisitioned. 

6. National Scrap Drive.—By decree of July 15 all stocks of 
unused steel products, obsolete spares and components and unused 
plants are requisitioned for scrapping. The collection is to take 
place regionally under the auspices of the new Regional Economic 
Chambers. For finished products and plants special compensa- 
tion in excess of scrap value may be paid at the discretion of the 
Ministry of Armaments. The decree applies not only to industrial 
and trading firms but also to farms of more than 250 acres. The 
decree must be seen in conjunction with : (a) the above-mentioned 
change in allocation of steel (‘‘ Under the old system, stock which 
was not required was not set free in a satisfactory degree ’’); (6) 


1 See above, p. 377. 
2 See below, Restriction of Consumption. 
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with the fuel situation ! (scrap saves coal); (c) with the transport 
situation (scrap is easier to transport than ore and can be utilised 
regionally); (d) with the progress of concentration setting free 
unused machines and plants; (e) with the full concentration on 
immediate war problems and the stopping of all post-war develop- 
ment work by special decree. 


Labour 


1. Some General Figures.—The population of the Greater 
Reich, including the annexed territories of Czechoslovakia, Poland, 
Alsace-Lorraine, is now officially given as 112 millions. Of the 
110 millions, excluding Alsace-Lorraine, 47 millions are gainfully 
occupied, 19 millions of them (40-6%) in industry and mining. 
The number employed in Germany is officially given for February 
1942 as 24,084,000 and as 1,001,000 higher than in May 1941. 
Both figures include foreigners working in Germany, but exclude 
prisoners of war. The contributions to the Unemployment 
Insurance Fund, at £225 millions (as compared with a £210 
million average for 1938-41), also indicate employment as at 
least maintained compared with pre-war. The total number of 
unfilled vacancies in March 1942 was 2 millions (1-5 millions a year 
before). The official figures for the total number of occupied farm 
workers are (July ’*40—July °41—December °41): Men: 1-130; 
1-130; 1-154 millions; women: 0-879; 1-034; 1-130 millions. 
These figures include foreigners. In spite of this reported 
increase of 24,000 men and 251,000 women the agricultural labour 
situation is most acute.2 Of the agricultural workers, 1-2 millions, 
or over 50%, are foreigners (and this excludes prisoners of war) ; 
the latest previous figure mentioned was 968,000. It is estimated 
that 600,000 more persons are needed on farms. The latest 
official figure for the number of civilian foreign workers (for June) 
was 2-5 millions, an increase over the September 1941 figure * of 
some 360,000. The official target for the end of 1942 is 3 millions, 
and it is likely—from unofficial figures—that this figure will be 
even exceeded. 

2. Labour Conscription.—The January 1942 number of con- 
scripts (excluding labour service, etc.) was 628,000 (latest figure 
600,000 5) of whom 197,000 were women. The additional labour 


1 Both the fuel and transport problems will be dealt with in the next instal- 
ment. On transport, see previous instalment, p. 190. 

2 See below for agricultural labour conscription, working-hours and extra 
inducements to farm workers. 

3 June-September 1942, p. 192. 


* Ibid., p. 191. 5 Ibid., p. 192. 
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service for girls on the land was extended from 6 to 7 months to 
make them available for the harvest. Agricultural conscripts on 
the basis of the March decree! were 7,300 for permanent and 
39,600 for temporary work—but these figures are pre-harvest and 
for one-third of the parishes only. 

3. Women.—There are now 15,000 women engaged in mining 
(surface work only), working 8? hours a day, with one day in a 
fortnight off for washing. The shortage of domestic servants is 
most acute: in December 1941 there were 138,000 vacancies, 
but only 7,800 applicants. Pregnant women are to be employed 
on light work only in the last 4 months and to stop work 6 weeks 
prior to birth, and not to resume until 6 weeks after. There are 
now 500 factory-owned créches and 2,370 women welfare officers 
employed by factories. To assist farmers’ wives and temporary 
helpers, 10,000 harvest créches were planned for 1942. There 
are eighty-two official training centres for créche nurses. Girl 
apprentices have been exempted from labour service. The pro- 
portion of girl apprentices at the 1941 commercial examinations 
was 54%, for retail trade alone 80% (figures for Bochum district). 
In the making of uniforms 80% of all labour is now female (20% 
before thé war). 

4. Foreign Workers.—The most recent statement (August) is 
that ‘‘ 900,000 foreign civilian workers have entered Germany 
since Sauckel took over labour control” (March). If this is a 
net figure, the number of foreign civilians would now be 3 millions, 
but this might include a certain amount of temporary agricultural 
labour. Volkswirt declares that England views the increasing 
number of foreign workers in Germany “ with envy, jealousy and 
worry.” The main influx now is of Russian (Ukrainian) labour. 
There is much reference to this in periodicals, and Sauckel, the 
Labour Commissioner, has gone to the Ukraine. A separate 
newspaper has been started for Russian workers, and large num- 
bers of Russian girls are to be brought in as domestics. Russian 
civilians wear specially marked clothes, live in special camps, are 
employed in groups of twenty or over and pay a special “‘ East 
Tax ” which is deducted from their wages. Social legislation does 
not apply. By decree of the Ministry of Production suitable 
prisoners of war (but not British ones) are to be transferred from 
building to war production; it is intended to transfer 50% of the 
present number engaged in building. 

5. Juveniles.—Drafting of school-leavers into industry now 
follows a National Entrants’ Plan, drawn up on the basis of reports 


1 June-September 1942, p. 192. 
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sent in by the Regional Employment Exchanges, at the end of 
September, on apprenticeships available in their areas. Voca- 
tional guidance of children begins in November. All prospective 
employers must have been passed as satisfactory by their Chamber 
of Commerce. The main effort is to direct juveniles into building, 
textiles, mining, agriculture, teaching and heavy, semi-skilled 
work. The stream to engineering is to be reduced. Figures pub- 
lished show that of 652,000 boys leaving school in 1940 as many 
as 528,000 were placed in apprenticeships. Of all juveniles, 90% 
were vocationally guided, and over 20% subject to psychological 
ability tests. The figures published for 1941 show, however, that 
the Entrants’ Plan was only partially fulfilled. In mining, instead 
of a planned increase from 9,000 entrants to 15,000, there was an 
actual decline to 7,000. In agriculture, only two-thirds of a 
planned increase by 15,000 to 115,000 was achieved. Attempted 
reductions in the timber trade and hairdressing failed. In the 
metal trades, one-third of the planned reduction was achieved. 
Apprentices are exempted from labour conscription (but not from 
labour service). In the summer, school-children were employed 
on the land; classes were transferred as a whole, schools closed, and 
education continued at the place of employment or in the camp. 

6. General Control.—In May, Sauckel issued a decree (printed 
in unusually heavy type in Vierjahresplan) that “in future no 
interference from unauthorised quarters will be tolerated, even 
though their action may be induced by the best intentions.” 
This decree is quoted by the journals as “ restoring the labour 
market monopoly of the employment exchanges.”” To make this 
monopoly fully effective the growing habit of “loaning ” labour 
between firms was declared illegal. A further important decree 
in May gave the employment exchanges the sole right to terminate 
labour contracts. The decree applies to all ‘“ war industries.” 
Previously a contract could be terminated by mutual agreement 
of worker and employer. A warning in July specified the May 
decree by warning employers to make applications for labour 
only through the exchanges, “ not to party, army, groups or other 
organisations.” Breaches of the Essential Works Orders by 
workers leaving their jobs will be punished by labour conscription 
and “in serious cases by transfer to an educational camp.” 
Temporary labour contracts with a clause permitting the worker to 
transfer—another method of evading labour control—have also 
been made illegal. In spite of all this tightening of control, 
Volkswirt thinks that “ firms still employ unessential labour as a 


‘reserve ’ against unexpected call-up.” 
No. 208.—voL. Lu. co 
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7. Working-hours.—The minimum hours for Civil Servants 
have been increased to 56 (March). All farm-workers and 
gardeners are placed under legal commitment to work on Sundays 
and holidays if directed to do so by their employers. The great 
shortage of farm labour is also evident from a special enquiry on 
working-hours on farms in the Goettingen area (Central Germany). 
Between May 1 and November 1, 1941, farmers worked an average 
of 78-8 hours and are described as “‘ dangerously overworked.” 
By the end of 1941, average hours in industry and trade for 
men were 52-2 (51-5 a year ago), for women 44-6 (45-0), the 
reduction being due to an increasing number of part-time 
workers. 

8. Factory Discipline.—As from April 1, all employers may 
impose fines on workers up to a full day’s wages (previously 
employers of more than twenty persons only, and up to half a 
day’s wages). The Employment Exchange has the power to 
cancel the fine. In view of the militarisation of labour relations 
mentioned in a previous issue, the following statement by Ley, 
Labour Front Leader, is frequently repeated. ‘The entre- 
preneur is the officer, and the Labour Front steward must be his 
sergeant-major.”’ 

9. New Incentives.—A special ‘‘ War Merit Cross ” for arma- 
ment workers has been created. The first investiture—to 138 
workers—took place at a special ceremony in May. A more 
economic—though not monetary—incentive for farm-workers (to 
encourage them to stay on the land) was the grant of new supple- 
mentary rations and preferential allocation of unrationed goods.! 
A new development, much discussed in the journals, is the institu- 
tion of “ self-controllers.’”’ Good workers are exempt from control 
by foremen and inspectors; this also reduces the need for skilled 
supervisory personnel. An example is mentioned where of 500 
workers in a firm 134 have been made “ self-controllers,”’ thus 
setting free seventeen out of forty-seven inspectors. The highest 
rank is the “ self-calculator,” the worker who fixes his own 
standard time for his job. ‘‘ Model workers’ have their place 
of work specially marked. “ Efficiency competitions ’’ between 
workers and departments are widespread. A Ford factory is 
said to have increased output by 37-40% in this way. 


(Problems of training, dilution, absenteeism, spare-time work, 
and other matters which could not be included for reasons 
of space, will be dealt with in the next instalment.) 


1 For an increase in their net wages, see below under ‘‘ Wages.” 
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Wages 

1. Statistics—While the official index of wage rates for the end 
of 1941 shows a negligible rise of 1-3% as compared with a year 
ago,! hourly earnings increased by 4-4% as a result of up-grading 
and more over-time pay,” and average weekly earnings by 5-0%. 
Regarding the figures given in the previous issue * on the “ over- 
bidding ” of private employers by Government Departments, 
Volkswirt now remarks that Public departments show “ a certain 
liberality ” in grouping new personnel “ which is disturbing and 
must be eliminated.’”’ The paper also draws attention to the 
attraction of greater security of wages and family allowances in 
the Civil Service. 

2. Evasions of the Wages Stop have become so widespread 
that a special indemnity decree was issued for employers who have 
illegally raised wages prior to June 30, 1942, provided they report 
or cancel the illegal increases prior to September 15. After that 
date, ‘‘ any infringement will be punished.” As a result of the 
decree, it is stated that “a number of applications for indemnity 
have been received.’ According to Volkswirt, “‘ the overwhelming 
majority of infractions of the wage regulations are in the case of 
medium and small firms ”’; the penalties are now “ very severe ” 
(£850-£4,250 is a frequent range) and the workers concerned are 
also ‘‘ heavily fined.”” A method of evasion which has been 
stopped by a special decree of the Reich Trustee is the buying up 
abroad by employers of cheap goods or clothing for distribution 
among their workers. The Reich Trustee also warned employers 
to place “ a stricter interpretation ”’ on the clause permitting wage 
increases, “‘if the nature of the work done has completely changed.” 
The Trustee for the Ruhr area announced that 300 employers had 
been fined up to £2,500 and that “ in future even bigger fines will 
be imposed ”’; his office is inundated by a “ flood of applica- 
tions ’’ for wage increases. 

3. Relaxations of the Wages Stop.—Net wages of farm-workers 
are increased through raising their exemption limit for wage-tax 
purposes. Compensation for wages lost during air raids increased 
from 90% to 100%; workers made homeless by air raids and 
forced to travel longer distances may get a special “ travel bonus.” 
In view of the need for economy of fuel, special “ fuel-saving 
bonuses’ may be given to boiler-house personnel. Domestic 
servants who have passed through a recognised training as 

1 See June-September 1942, p. 194. 


2 See above on working-hours, p. 386. 
* See June-September 1942, p. 194. 
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“domestic apprentices”? may claim a 20% bonus on normal 
rates of pay. 

4. New Wages Fixed.—The policy of fixing starting salaries 
for young clerical and professional employees! was further 
continued by laying down a scale of such salaries for young 
doctors and lawyers employed by firms and institutions. 

5. Wage Systems.—All building firms must introduce piece- 
rate systems by January 1, 1943. Exemptions will only be granted 
where piece rates are “technically impossible.’’ In the course of 
a general transition to piece rates wherever possible, a “ terrific 
demand ” for rate fixers and time-study experts has developed. 
To cope with this, the Labour Front has arranged training centres 
(evening courses of fifty-two lectures of 2 hours each) and set up 
a ‘‘Central Committee for Time Studies.” It is stated that 
30,000—40,000 men trained thus are already at work and “ playing 
a large part in the rationalisation of processes.”’ 

6. Wage Deductions have been simplified by the consolidation 
of all social insurance contributions. An industrial journal men- 
tions the following deductions (February 1942) for an employee 
earning £29 a month: wage tax £5 3s. (18-3%), social insurance 
contributions £2 2s. (7-5%), church tax 7s. (1-3%), Labour Front 
9s. (1-6%), Winter Relief 7s. 6d. (1-3%), total deductions £8 8s., 
wages reduced by 30% to £20 12s. a month. 

7. Wages of Women, Foreigners and Prisoners.—Women 
employed in mining? are, as a rule, to receive 80% of men’s 
wages, but full rates if they do the full work of men. Remittances 
abroad by foreign workers to their families during the two years 
1940-41 are stated to be £42 millions (about £10 per head per 
annum). Prisoners of war may keep 40% of their cash pay if 
on time rates, or 20% if on piece rates, but receive no overtime, 
or similar bonus of any kind. 


Price Control 


1. Figures.—The official indices continue to show the custom- 
ary small rise. In May 1942, as compared with a year before, 
wholesale prices were up 1:9% (agricultural 1-6°%; industrial 
materials and semi-finished 2-4%; finished 0:8%. Among 
finished: consumption goods 1-1%, producers’ goods 0-2%). 
Building costs—on the revised index 5—are up by 9-8% (stones, 
bricks, etc., 8-99%; timber 1:8%; steel 13%; fittings 3-6%). 
Cost of living was 3-1% higher (food 2-99; clothing 10-3%; fuel, 


1 See December 1941, p. 408. 2 See above, p. 384. 
3 June-September 1942, p. 194. 
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etc., — 06%; others 15%; rent unchanged); cost of living 
excluding rent increased by 3:7%. The major rise—apart from 
clothing—was in vegetables (18-8%), illustrating this year’s 
scarcity. Shoes were 6% up, furniture 7%. 

Regarding the revision of the building-cost index,! Volkswirt 
remarks that “even after the minor reforms” the index “ still 
deviates from the observations of other bodies,’ and declares 
that the lower efficiency of foreign building workers is often not 
20% —this was the figure shown by the revision *—but 50-55%. 
The paper declares roundly that the best thing would be to drop 
the index altogether. 

2. “ Uncompromising Policy.’”’—After some hesitation and 
pressure from agricultural quarters for higher prices, the new 
Price Commissioner announced, in May, that he would follow an 
“uncompromising policy ” of strict price control and reductions. 
The argument that higher prices could be used to ‘‘ mop up pur- 
chasing power ” he met by the statement that higher prices “‘ only 
transfer the excess money from buyer to seller,” and that it is 
“by no means certain where this excess money is better looked 
after.” The agricultural complaint that the opportunity was not 
taken to close the price scissors he met by stating that “ there is 
no special virtue in any special price parity.”” In reply to the 
complaint that industrial cartel prices are still unduly high, it is 
stated that there had been difficulty in executing the decree of 
July 15, 1941 (which provided for a general overhaul of cartel 
prices). ‘‘ This presupposes detailed cost investigations which 
could not always be undertaken because of the lack of personnel. 
The execution of this measure will therefore take some time. In 
some cases it will even have to be postponed until after the war ” 
(Price Commissar’s assistant in Vierjahresplan). The same article 
suggests, however, simplified deductions based on rough calcula- 
tions, and also moots the plan—much discussed subsequently in 
the journals—of introducing the system of “ price groups ” * to 
cartel prices. It is, however, objected, that ‘“‘ group prices are 
not possible without concentration of demand if a complicated 
mechanism of equalisation is to be avoided.’’ Other publicised 
statements by the Commissar, indicative of “ uncompromising 
policy” are: “ The new E.P.T.‘ does not in any way influence 
my job of strictly controlling prices ’’; “‘ in building and engineer- 
ing, exaggerated profits are still being made ”’; “the price stop 
has in many cases been forgotten. It must be strictly observed 


1 June-September 1942, p. 194. 2 Ibid. 
3 Ibid., p. 196. * Ibid., pp. 202-3. 
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in future, even in the case of unessential goods”; ‘ the claim for 
higher prices because of the special importance of certain lines of 
production is quite inadmissible; in war-time, all production 
which is permitted is essential.” ‘A certain loss of substance 
must be accepted in war-time’; ‘‘ there can be no guarantee of 
any particular rate of profit.” It is also announced that the 
Price Commissar will in future take an interest in standardisation 
as this facilitates price control. 

3. Enforced Price Reductions have become decidedly more 
numerous. They include razor blades, wire and cable products 
(to the extent of £10 millions per annum), of soup powders (by 
15-20%), beer (retail price reduced by about 3d. a pint), break- 
fasts in hotels which cannot serve sugar or jam (by 5%), electric 
bulbs (by 12-14%), the new cut following repeated previous cuts 
“after careful investigations of profits,’ motor-car insurance 
premiums (by 33%), as well as the margins of wine and furniture 
traders. The Commissar also declared that he had the problem 
of a general rent reduction “ under review,”’ the main arguments 
being (1) that with the drop in the yield of shares and in rates of 
interest the yield of house ownership had become too high, (2) 
that with the impossibility of undertaking repairs excessive means 
were at house-owners’ disposal, (3) that with the great housing 
shortage there wes no risk of empties, (4) that the holding of 
** Sachwerte ”’ (real values) must be made unattractive in order to 
combat an inflation psychosis. It may be, however, that the new 
levy imposed on house-owners to compound for the Mortgage 
Equalisation Tax ! is in lieu of this planned rent reduction. 

4. Subsidies, Premiums and Price Increases.—Published cases 
include sisal and binder twine (permitted increase by 5%), barley 
(the Board now paying the previous brewing-barley prices for all 
barley) with an additional special premium of 17s. a ton for early 
delivery (in September). New agricultural premiums (which are 
not, however, to affect retail prices) include a special premium for 
extra milk in excess of normal deliveries ($d.-1}d. a pint according 
to quality), for extra eggs (in excess of the quota of 60 per hen?), for 
poultry (14s. for a fat goose or turkey, 7s. for a non-fattened goose, 
5s. for a fowl or duck), and 1s. 8d: for each lb. of honey delivered in 
excess of the quota. These premiums are a considerable induce- 
ment for “ marginal ”’ deliveries; they are meant to reduce self- 
consumption on farms and “ direct selling” to townspeople. 
Thus the economic incentive is re-introduced. The price of straw 
—which has become an important substitute material—was 


1 See below, p. 397. 2 See December 1941, p. 416. 
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increased for the 1942 harvest by ls. 6d. a cwt. All hemp, ete. 
subsidies were raised by about 50%. In view of the scarcity of 
seed potatoes—owing to winter damage—a new subsidy is given 
to growers (of 5s. a cwt.). In addition—and in spite of official 
condemnations of “‘ barter ’’—there are subsidies in kind: extra 
fat, for example, for farmers extending the area under oilseed. 

5. Prices of Government Contracts.—The transition to a system 
of fixed prices was described in the last instalment. Volkswirt 
now says, in an obituary notice on the old cost-plus system, “‘ Price 
Commissar and firms had got themselves into a confusing mess of 
long investigations and enquiries . . . the results of ‘ skimming- 
off’ [of excess profits] have remained far behind the original 
estimates, because of the cumbersome methods of collection 
resulting from trying to be fair to all hard cases.” The new fixed 
prices have been determined by “ rough-and-ready methods, 
often regardless of cost.’’ In a review of the first quarter’s work- 
ing of fixed prices it is stated that only three or four appeals were 
received from firms against their allocation to a special price 
group, and that “surprisingly, no firms had to stop production 
under the system.” In some cases “ where firms did not volunteer 
for Group I, engineers sent down to them discovered sources of 
waste and caused an appreciable reduction in cost.’”” Where 
contractors have their prices reduced under the fixed system, they 
are entitled to demand a corresponding reduction from their sub- 
contractors, 10% being mentioned as a “normal case.”’ It is 
stated that the fixed prices for wooden huts resulted in a price 
reduction of 8-10%, which agrees well with this ‘‘ normal figure.” 
The Group I (lowest group) prices are to be revised yearly, Groups 
II and III prices half-yearly. Fixed prices now cover 1,700 
articles (latest previous figure 300 articles ), amounting in value 
to one-third of armament production. There are also signs, 
however, that the pendulum is swinging again in the direction of 
cost prices. At least, firms are told that deductions must be 
made from the fixed price for any new price reduction for their 
materials resulting in a saving of cost; on the other hand, they 
may make a special claim for an addition in cases of exceptional 
increases in cost. 

Restriction of Consumption 

1. General.—The reduced rations of April were left unchanged. 
The only changes reported were an extension of the supplementary 
ration of 34 oz. of food preparations or 2 oz. of butter for expectant 
mothers to 44 months before the expected date of birth (previously 
1 June—September 1942, p. 196. 2 Ibid. 

















392 THE ECONOMIC JOURNAL [DEC. 


3 months), and a reduction on the cheese ration for August, 
owing to a seasonal decline in milk supplies. On the other hand, 
there was much further tightening up in direct control of civilian 
production and also in the allocation of buying permits. All 
buying permits for food preparations, potato starch, synthetic 
honey and cocoa preparations were cancelled because of shortage 
of supplies, and only a “ certain proportion” of them will be 
renewed. All applicants for buying permits will now have to sign 
a declaration that they submit to a search of their rooms. A 
general prohibition on the transfer of agricultural land was issued 
to stop (a) the buying up of agricultural land by inexperienced 
owners as an “ inflation hedge,”’ and (6) the buying up of land by 
townsmen in order to become “‘self-consumers ”’ and increase their 
food supplies. Both these practices ‘‘endanger food supplies.” It 
is again stressed that the consumption level must not be judged by 
the standard ration ; the number of supplementary ration receivers 
has increased by 1 million since the outbreak of war, owing to 
occupational changes. It is interesting to find this comment in 
Volkswirt (March, in announcing the April reductions) : “‘ England 
still gives consumption too high priority before war production, 
and she has paid for the maintenance of excessive consumption 
by the loss of many strategic positions.” 

2. Agricultural Deliveries—Apart from the transfer “stop ” 
on agricultural land, continuous efforts were made to increase 
farmers’ delivery quotas. A general census of farms was held 
throughout Germany (in May) to bring the data required for quota 
fixing up to date. Returns were checked by random samples. 
Severe punishments were threatened for false returns. The 
campaign for increasing farmers’ deliveries is not only to reduce 
self-consumption on farms, but also to cut off some of the supplies 
of the black markets and of “ direct trading.’”’ Heavy penalties 
are threatened for “‘ excessive self-consumption ” on farms, even 
where the fixed quota has been delivered up; the quota, it is 
stated, must be considered as a minimum figure. Strict control 
of self-consumption by roving commissions is announced. No 
more than the ordinary consumers’ bread and flour ration may 
now be retained; retention of feeding stuff only by licence 
(previously “a reasonable quantity ’’); delivery quotas fixed for 
all grain} (low-quality grain and waste previously excluded) ; 
self-suppliers may no longer mill their own grain. 

3. Black Markets and Direct Trading.—Direct buying of 
asparagus and strawberries was prohibited. In 1941 only 46% 


ce 


1 See also above (under Price Control) the new premiums for extra deliveries, 
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of the strawberry crop—itself much reduced by winter damage— 
reached the open markets (as compared with 94% in 1939); other 
fruit may be “directly ” sold and bought in certain “ surplus 
areas”’ only. “ Direct” sales of apples were prohibited except 
to weekly markets, local neighbours and local shops. In the 
case of asparagus, Vierjahresplan attributed the drop in supplies 
to markets (by 40% as compared with 1939) to “ direct producer- 
consumer buying, which was very disturbing in the case of 
asparagus and fruit,” and also to “ destruction of beds which 
were not replaced owing to insufficient prices.” (The latter 
effect is intentional, as asparagus is considered to be a “ luxury 
food” not worth the time and land it takes up, and its pro- 
duction is discouraged.) There is also much complaint that the 
“ voluntary ” land helpers are much less concerned to work than 
to secure not only the legal supplementary rations for land 
workers but also to “ fill the big empty trunks with which they 
arrive”? and to “establish useful connections with farmers.” 
In order to check direct trading, the sale of fruit and vegetables 
by postal parcels has been prohibited. ‘ Direct trading” is 
particularly obnoxious because—in addition to unfair distribution 
—it causes farmers to spend their time dealing with people 
wanting to buy instead of attending to their job of farming.” 
Partly, no doubt, as a result of direct trading, there is much 
complaint at unequal local distribution, particularly from the 
Ruhr area. ‘Marketing regulation has completely failed to 
distribute fruit and vegetables fairly. Other districts are over- 
saturated while Germany’s arsenal is starved.” It is also stated 
that the egg control has been evaded by the device of ‘‘ boarding 
farms ’’ for poultry belonging to other people; this is declared 
to be illegal. People are warned not to try to get excessive 
supplies of goods which are allocated according to “ customer 
lists ”’ by registering the various members of the family in different 
shops. Numerous heavy sentences for black-market trading 
continue to be publicised. One big trial involving leather and 
shoe manufacturers and a number of merchants ended with a 
death-sentence and many long terms ofimprisonment. In another 
case over 40 persons were involved. 

4. Winter Damage in 1941-42 was very severe and affected 
supply conditions of many civilian articles throughout 1942, 
partly by direct destruction and partly by the protracted delays 
in transport due to the long freezing of inland waterways. 


1 On transport problems during the last winter, see June-September 1942, 
p- 190. 
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Direct damage was specially severe to grain crops and oilseed. 
It is officially stated that more than 6 million acres had to be re- 
sown. This caused an acute seed shortage which prevented 
replanting of part of the winter-damaged area and affected allot- 
ment-holders. The summer rye crop had to be set aside for seed 
purposes. Among fruit trees, the winter destroyed from 20% 
(pears) to 38% (peaches) and the remaining trees were weakened. 
Official figures for the 1941-42 winter show 82 days of frost (58 
each in 1939-40 and 1940-41). The frost penetrated 115 centi- 
metres deep (92 in 1939-40 and 111 in 1940-41). An official 
estimate of winter damage is £3 per acre (which would be about 
£250 millions). 

5. Rationing of Household Goods is much discussed, “ in 
order to protect the retail trade against attacks of unfair distribu- 
tion ’’ (Volkswirt). ‘‘ Some consumers do their best to prevent 
fair distribution by hoarding.’”’ Some shops ration on their own 
initiative by stamping clothing cards or keeping special books ; 
but this, as Volkswirt points out, “‘ does not prevent shop crawl- 
ing.”’ Some localities have introduced ‘‘ household goods control 
cards’; Oberhausen, Danzig and Hindenburg are mentioned 
among such places. The Oberhausen card is in fourteen groups : 
Pottery, glass, bottles, metal goods, zinc goods, wooden goods, 
toys, hearths, ovens, washing machines, dusters, towels, brushes 
and brooms, lamps, etc. The drawback of such schemes is that 
*“‘ customers will expect to get their ration’ and thus the cards 
“create additional demand.” All the same, it is stated that 
rationing on a national scale is “not impossible.” To relieve 
the urgent shortage of household goods in civilian households, a 
definite quantity of steel is to be set aside to produce cooking-pots 
which will be specially marked (with a Z) and may be sold to 
housewives only (not to army units, camps or institutions). 

6. Some Official Figures for Dairy Products and Vegetables.— 
The increase in vegetable production in 19411 was mainly in 
autumn and winter vegetables (70% above 1939); spring and 
summer vegetables increased by only 35%. Apart from aspara- 
gus, the only serious decline was in tomatoes (— 45%) “ due to 
crop failure.” Milk production in 1941 was slightly below pre- 
war, but deliveries were 11-6% higher (an increase by about 5,500 
million pints). Butter production was 41-:1% higher in 1941 
(compared with 1938), cheese 15%, casein 37%, milk powders 
115%, egg powders 1,200%. The increase in milk deliveries 
was achieved by reduced self-consumption on farms, but it is said 


1 See June-September 1942, pp. 199-200. 
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that “too much milk is still used for cattle-breeding ” and that 
“‘ deliveries could be increased by 5%.” To discourage pig- 
breeding it is pointed out that the fat yield of an acre under oil- 
seed (rape) is 74 times that of an acre used for cattle-breeding. 
Regarding the 1942 area under vegetable cultivation, it is stated 
that the planned increase by some 75,000-125,000 acres ! has been 
far exceeded, and that the actual increase is about 250,000 acres. 


(Supply conditions of individual commodities cannot be dealt 
with in this instalment, for reasons of space. It is hoped 
to incorporate some such notes in the next survey.) 


Restrictions of Investment 


1. Building was further reduced at the beginning of the 
period under review. Steel allocations were sharply reduced in 
February,and even building permits do not automatically establish 
a right to a corresponding steel allocation. To cope with this 
bottle-neck in allocations, builders have substituted pottery for 
steel in house pipes. Roechling, the Chairman of the New Iron 
Federation,” stated that there must be a shift to lighter con- 
struction for all kinds of building in order to save steel. The 
reduction in the volume of building, lighter construction and 
substitution have reduced the amount of steel used in building 
to a quarter of the former figure. Buildings may no longer be 
made with double windows, but only simple ones. All repairs 
exceeding £425 in value require the permit of the Regional 
Building Commissioner ‘‘ who will use the strictest standards.” 
All road-building by local authorities has been prohibited and 
payments suspended. The Building Controller announces that 
“he will in future punish the guilty where road-building is con- 
tinued.”’ In June, however, the Minister of Armaments declared 
that because of rationalisation of production in existing armament 
factories it was possible to cut down the number of new factories 
below that originally planned; and that this had reduced the 
pressure on the building industry and made it possible to relax 
priority rules. 

The further reduction in civilian building is also evident from 
the reports of the mortgage banks for 1941. New loans declined 
to £7-5 millions (£13 millions in 1940) and of this only £1-1 million 
was for new building. New loans to local authorities declined 
from £2 millions in 1940 to £750,000 in 1941. Suggestions for 
coping with the acute housing shortage which has developed as a 
result of the building stoppage include: organised exchange of 


1 See June-September 1942, p. 200. 2 See above, p. 381. 
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flats between families, subdivision of flats, removing of old people 
to institutions, removing of offices from flats, using closed shops. 

2. New Machines—A July decree by the Commissar for 
Machines lays down that a permit for a new machine will only be 
given if (a) it is war-essential, (b) it cannot be got by exchange, 
and (c) the Iron and Steel Control agrees to allocate steel. This 
order does not apply, however, to agricultural machinery,! railway 
rolling stock or machine tools. No new types of equipment for 
blast-furnaces or rolling mills may be built. On the other hand, 
in view of the experience of frost damage to potatoes last winter, 
special allocations were made for potato-storage equipment, and 
also for gas-fuelling stations to speed up the substitution of gas 
for petrol. 

3. Agricultural Machinery.—In view of the priority given to 
it,2 many new firms have tried to change over into agricultural 
engineering. A special permit is now required, which will only 
be given to firms which can be relied upon to produce good quality 
machines, and maintain after-sale-services and the production 
of spare parts. This examination is undertaken jointly by the 
Commissar for Machine Production, the Ministry of Agriculture, 
and the Food Estate. 


Money and Finance 


1. Budget Figures.—Total borrowing during the first two 
quarters of 1942 amounted to £1,130 and £1,250 millions respec- 
tively (the second a new record figure), increases of 31% and 30% 
over the same quarters of 1941. The new composition of the 
mortgage equalisation Tax (see below) will have an appreciable 
effect in reduciag—technically at least—the proportion borrowed 
and in raising the proportion of taxation cover. This is, however, 
only done by a “ privatisation ” of part of the National Debt in so 
far as house-owners are to borrow from banks to pay the new com- 
pounded tax. With the reduction in the marriage rate after the 
first war boom, the number of new marriage loans made declined 
to 177,000 in 1941 (from 250,000 in 1940); with the decline in 
births, the partial remissions of previous loans (by a quarter each 
time) also declined to 346,000 (from 367,000). Local authorities 
may not use surpluses for debt redemption—apart from the 
statutory sinking funds—but must take up Government Bonds. 
They must also reduce rates whenever they reduce services 
rendered. Children’s allowances paid by the Government— 
exclusive of tax allowances—are now at the rate of £80 millions. 


1 See the next paragraph. 





® See June-September 1942, p. 200. 
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2. Changes in Taxation.—The new E.P.T.1 has been amended 
by various concessions: excess profits of less than £2,500 will 
be exempted. New firms can choose between three alternative 
standards: (a) 20% of capital, (b) 5° of turn-over, or (c) £2,500. 
All firms may substitute the three-years’ average 1936-38 for the 
single year 1938. Joint-stock companies get a special allowance 
for increases in capital since 1938. A special hardship tribunal is 
to deal with exceptional cases. An overriding maximum rate of 
90% of excess profits has been fixed. Firms may choose fixed 
prices retrospectively and repay money to Government depart- 
ments, thus escaping E.P.T. On the other hand, the proportion 
of E.P.T. which business-men may re-borrow ? has been limited to 
50%; and the Minister of Finance refused to make the vague 
refund prospect after the war any more concrete: “ This must 
depend on the financial position of the Government and the tasks 
of business-men.” The exemption limit of £2,500 has, in fact, 
restricted E.P.T. liability to about 25,000-30,000 firms. Among 
further concessions pleaded for by Volkswirt are: extension of 
the allowance for increased capital to owners of private firms 
which have left profits with their firm to extend it; the extension 
of the special regional concession for Austrian and Sudetenland 
firms to all industries with an unfavourable 1938 record; to credit 
profits “skimmed-off”’ by the Price Commissar (prior to E.P.T.) 
together with E.P.T. for post-war settlement. The Minister of 
Finance declared: “Now, after the transfer of E.P.T. to my 
Ministry, the Price Commissar will be able to devote himself more 
intensively to his proper task.” 

A further important change is the compounding of the tax 
imposed in 1924 on house-owners to compensate the devaluation— 
by inflation—of mortgage debts on their houses. The tax brought 
in an annual £70 millions. House-owners now have to pay ten 
times the annual amount in the next year, in final liquidation. 
Thus, a once-and-for-all revenue of about £700 millions will be 
received next year. House-owners are expected to pay a part of 
this composition fee from their own liquid means, accumulated 
from postponed repairs. (It is estimated that only 25-33% of the 
normal annual repairs of £75 millions are now being undertaken.) 
It is also hoped that they will sell shares in order to pay and thus 
reduce Stock Exchange quotations. What they do not pay in 
cash will be lent to them by the banks at 44% interest (which is 
about 1% more than the yield on shares) and 4% repayment of 
capital per annum. The banks thus acquire an asset of higher 
1 See June-September 1942, p. 202. 2 Ibid., p. 202. 
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yield to escape the low yield on State securities and investments. 
A house-owner who borrows the full amount of his composition 
fee would thus have to pay 85% of his present tax obligation for 
the next year, the amount gradually declining as the capital is 
repaid, and be free after 25 years. As remarked above, the scheme 
amounts to a technical shift from borrowing to taxation and a 
** privatisation ’’ of part of the National Debt into bank advances 
to house-owners. 

Minor changes include the abolition of the “ citizen’s tax ”’ 
(the proceeds of which, £70 million per annum, went to the local 
authorities) and its merging with the general income-tax in a way 
which on the whole favours the lower incomes; in connection with 
this change, the intention is expressed to levy a local addition to 
the income-tax as the main source of local finance. The slaughter 
tax has been abolished as from May 1 and the proceeds given to 
farmers as an increased subsidy. A special subsidy is paid to 
wine-growers to compensate for winter damage—the sum being 
raised by a levy on wine imports. Improved social benefits for 
children and widows have been granted, costing £4} millions a 
year. 

3. Savings.—Budget enquiries have led to the startling con- 
clusion, much discussed in the journals, that savings come mainly 
from the middle classes, and that workers save very little. In 
connection with this, a calculation in Bank-Archiv is of interest, 
according to which of some £6,750 millions borrowed in 1940 and 
1941, all but £800-900 millions were taken up by credit institu- 
tions or by public funds. Saving for building is popular, in spite 
of the present stoppage. The societies accepted new contracts 
for £38 millions in 1941 (double the 1940 figure), from 30,000 new 
savers (16,000 in 1940); their deposits increased from £6 to £8 
millions. The biggest life-insurance combine reported an increase 
in new policies from £8-8 millions in 1940 to £13-2 millions in 
1941. In view of the popularity of “ saving for a definite object ”’ 
(Zwecksparen), there are suggestions of supporting savings (includ- 
ing iron savings) by associating them more specifically with priority 
for post-war supplies of house-room, motor-cars, bicycles, refriger- 
ators, and the like. 

As for “iron savings ”—started with so much hope '—the 
results to date are disappointing. Official figures for the first 
quarter are £21 millions, only 4% of total savings during the 
period. The number of depositors, being as high as 3 million, 
suggests that it was mainly special bonuses which were saved 


1 See V, p. 33. 
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rather than current earnings. Unused travelling and holiday 
bonuses can now also be saved under the scheme, and interest is 
not blocked like the capital but may be withdrawn every year. 

4. Stock Exchange Developments.—The registration decree 1 
was pushed a step farther with the “ call-up ” of registered shares. 
Even now, however, in accordance with the policy of keeping 
investors on tenterhooks, the final date for surrender has not yet 
been fixed. The new decree establishes a public right of pre- 
emption; all registered shares must be offered to the Reichsbank 
before they are sold. The price paid is expected to be that of 
December 31, 1941. This, it is hoped, will prevent quotations 
from rising above that level. In fact, in spite of registration of 
shares, quotations showed a further rising tendency in May and 
June, which had to be reversed by a “ quotation stop ’’ on May 
12 (called by Volkswirt “ an unconstructive and purely technical 
measure’). The result was: (a) a further heavy drop in turn- 
over (“nobody sells shares because he cannot be sure of being 
able to buy again”’); even in the standard paper (the LG. 
Chemical combine) turnover fell to a few thousand £s. ; (b) only a 
third of all shares being quoted at all (“‘ and this percentage will 
slowly but surely decline further ’’; on the other hand “ it saves 
plenty of space in newspaper ”’); (c) a boom in non-quoted shares. 
Volkswirt mentions the case of unquoted shares of a little-known 
Austrian firm yielding only 34% while the standard paper I.G. 
still yields almost 4%; (d) a strict rationing of shares, the I.G. 
share being allocated for weeks in amounts satisfying only 4-10% 
of total demand. The result of the first registration was £70-75 
millions, rather less than expected. But registration of shares 
bought since the war has now been made permanent (on the 10th 
of each month) as soon as the minimum of £8,500 2 is exceeded ; 
the old “registered customers” must also report any further 
addition to their holdings. Payment for registered shares bought 
by the Reichsbank is in 34% Treasury bonds paid into a blocked 
account. The Stock Exchange boom has been “ visibly ” stopped 
by these measures,® but only with the help of continued writing-up 
of capital. Further suggestions include : (a) prohibition of share 
buying by Companies; (5) “‘ coupled selling ”’ of shares and Reich 


loans ; (c) a special tax on share holdings. 
H. W. SINGER 
University of Manchester. 


1 See VI, pp. 203-4. 2 Ibid. 3 Ibid. 
* Notes on this and other subjects which cannot be dealt with in this issue 
(including finance of supply) will be inserted in the April 1943 Journal. 
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OBITUARY 
Sir ALFRED FLUX 


ALFRED WILLIAM FLvUx died of pneumonia in Denmark on 
July 16, at the age of seventy-five. He had made his home 
at Faxe Ludepluds, Zealand, after his retirement; but he kept 
in touch with his old associations and paid visits to this country 
not infrequently, until he was cut off by the war. Early in his 
career he had married a Danish lady, Emilie, daughter of Direcktor 
V. Hansen of Copenhagen. 

Flux was born in Portsmouth on April 8, 1867. From the 
grammar school there he went as a mathematical scholar to 
St. John’s College, Cambridge, of which he became a Fellow in 
1889, two years after he had been bracketed Senior Wrangler, 
at the age of twenty. It happened that both Foxwell and Marshall 
(who had returned to Cambridge in 1885) were fellows of St. 
John’s. In addition to his knowledge of books, Foxwell had 
an understanding of the activities of “the City ’’ unusual in 
academic circles. Flux must have gathered a good deal from 
him, at one time or another, about the business world and acquired 
something of an ear for the hum of affairs. But there can be no 
doubt, however this may be, that Flux’s transformation into an 
economist was mainly due to the fact that Marshall’s theories 
made an irresistible appeal to his mathematically trained mind. 
In the preface to his Economic Principles, he says : ‘‘ No Cambridge 
student of economics in recent years can fail to have gained 
inspiration from contact with Professor Marshall, and the writer 
is conscious of a very special obligation to the teacher to whom 
he owes his chief guidance in economic study.”” He was awarded 
the Marshall Prize in 1889. 

In 1893 he was appointed to the Cobden Lectureship at the 
Owens College, Manchester, and five years later he became the 
first Jevons professor. Though the post at Manchester enjoyed 
some prestige, because of the glamour of its association with 
Jevons, to Flux it must have proved a little disappointing. 
Manchester had been fortunate in getting Jevons. And it was 
fortunate again in getting an early and accomplished disciple of 
the new Cambridge school in Flux, of whose future great expecta- 
tions had been aroused. But, unhappily for Flux, he came at a 
time which was not favourable to the expansion of economic 
teaching to any marked extent. Some years later an unrivalled 
opportunity was offered, when at the same time there was a 
renewed interest in Political Economy, attributable in part to 
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the agitation in the country over trade policy, and provincial 
universities or university colleges were pushing ahead at an 
amazing pace. This was particularly conspicuous in the North, 
after the old Victorian University had split up and Manchester, 
Liverpool and Leeds became independent universities. Any 
proposals then for the development of economic teaching at 
Manchester were met more than half-way. Had Flux been 
there at the time, he would have had the chance which was 
denied him earlier. Before then, however, in 1901, the seemingly 
wider prospects in Canada had tempted him away to occupy 
the William Dow Chair at McGill University, Montreal. 

While at Montreal, Flux published his most considerable 
book, Economic Principles (1904), which was remarkable for its 
firm and comprehensive handling of modern theory, and was 
still so sound in substance after some twenty years that a second 
edition was called for in 1923. Also he brought out a new edition 
of Jevon’s Coal Question (1906). But it is not unfair to say, 
I think, that his reputation, high as it was, was not so high as 
some of the more sanguine had foretold that it would be. It 
was still an unsettled question whether he would, or would not, 
end as an economist of the order of a Jevons or a Marshall, 
despite the fact that he was almost invariably correct in his 
reasoning and impeccable as an expositor. The explanation 
probably, if any explanation is called for, is that the urge to 
exercise his detective intelligence at its best was lacking so long 
as his circumstances were purely academic. He had not yet 
discovered the field that made the strongest appeal to him. 
This he was to find in the Board of Trade, though his interest 
in academic questions beyond the scope of his new functions 
survived his abandonment of a university career, as witness his 
Swedish Banking System (1910), Foreign Exchanges (1924) and 
other writings. 

Flux went to London in 1908 as Advisor to the Commercial, 
Labour and Statistical Department. Not so long afterwards 
he was formally appointed Director of the Census of Production, 
then under way, and became responsible for the final report. 
The first Director had been David Schloss, but ill-health compelled 
his retirement early in 1908. In the spring of 1918, on the re- 
organisation of the Board of Trade, a comprehensive statistical 
Department was set up under Flux, with the rank of an Assistant 
Secretary of the Board. This office he continued to fill, with 
growing influence and popularity, until his retirement in 1932. 


His monumental census work was a statistical triumph. He 
No. 208,.—voL. Lu. DD 











402 THE ECONOMIC JOURNAL [DEC. 


completed the first census, directed its two successors of 1912 
and 1924, and initiated that of 1930. The British Census of 
Production is universally regarded as a model. In this, and in 
other important activities of his Department, he enjoyed the 
whole-hearted and enthusiastic collaboration of Macrosty. They 
fitted together perfectly. I am sure that Flux would have 
wished this to be placed on record. 

While the census of production was the most impressive, 
it was by no means Flux’s only creation of an enduring nature. 
If I attempted to draw up a list, I should not know where to stop. 
Some of his other achievements will be referred to below, but in 
addition special mention might be made here of his annual 
calculation of the true balance of trade (to use a conveniently 
short if unprecise term), as it was rather out of the way of official 
statistics, and illustrates Flux’s versatility. It seemed a gratuitous 
confession of weakness to make no attempt to supplement the 
import and export figures, issued by the Board of Trade, with 
estimates of the “invisible ’’ constituents which had also to be 
taken into account. Flux and Macrosty were agreed about this, 
and were convinced that figures liable to an appreciable percentage 
of error were better than no figures at all, and that in minor 
matters an order of magnitude was better than nothing. The 
largest items were net income from overseas investments and 
earnings of shipping. It is a tribute to Flux’s judgment that, 
after Lord Kindersley’s detailed examination of foreign invest- 
ments, the figure for income under this heading had to be altered 
by less than ten per cent.—which was remarkable in view of the 
changes consequent upon the war. The accuracy of the shipping 
estimate was even more remarkable. No change whatever was 
needed as a result of the direct inquiry made of shipowners in 
1931 by the Chamber of Shipping and Liverpool Steamship 
Owners’ Association. 

In addition to his work within the Board, Flux published a 
number of statistical papers. The chief were those concerned 
with the Wholesale Prices Index Number, which he had greatly 
improved, using census of production figures for weighting; 
with the problems involved in calculating his highly ingenious 
Index of Production for the country; and with the problem 
of the National Income to the solution of which he contributed 
his strikingly original estimates based on production figures. 
Pure Statistical Theory seemed ‘to hold no sort of fascination 
for him, though of course he had an expert grasp of it. His 
attitude was pretty much the same as to the advancement of 
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Economic Theory, only perhaps more so. It is given to very 
few to be originators in more than one subject. His, in which 
he proved a master, was applied economic statistics, and in this 
field the creative faculty is no less requisite than in the pure 
science of statistics or economics. 

Nobody, I should say, was held in higher esteem internationally, 
by official statisticians, than Flux. This was very noticeable 
at the conference at Geneva which resulted in the Statistical 
Convention, in the framing of which he played a leading part. 
He favoured the sensible policy, which was adopted, of the little 
by little approach to the approved standard. The imperfect 
statistical programmes of certain smaller countries were accepted 
by the conference as sufficient for the time being to entitle 
them to ratify, and a committee of authorities was set up to 
report on progress periodically and make recommendations. 
Of this committee Flux was made a member at once. 

It was not only as a statistician that Flux rendered notable 
service to the Board of Trade, but also as an economic adviser, 
on occasion. He was increasingly used in such a way, outside 
the strict confines of his office. He was an admirable adviser 
because of his sense of proportion and quickness in exposing 
fallacies. He was not in the way of making mountains of mole- 
hills, and could remove the implicit errors from a memorandum 
without disturbing the rest, so that what was left to argue about 
was minimised. In this and all his other work his equability and 
tolerance made collaboration with him easy and pleasant. Some 
people who knew Flux only slightly imagined that he must be 
at bottom rather aloof, his urbanity notwithstanding. Those 
who knew him better could have explained how mistaken this 
notion was, though he was perhaps somewhat reserved by 
nature. 

Flux’s life-work was widely and variously recognised. Among 
his distinctions were a C.B., and afterwards a Knighthood ; 
an Honorary LL.D. of the University of Manchester; the 
Presidency of the Royal Statistical Society, after eighteen 
years of ungrudging service as an Honorary Secretary; the 
Guy Medal in silver and in gold of the Royal Statistical Society ; 
and the Honorary Membership of the International Institute of 
Statistics, an exceptionally rare distinction shared by very few. 

S. J. CHAPMAN 
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[Anything that can bridge the gap between theoretical economics and account- 
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think like economists. Prof. Ashley, who is Professor of Accounting in the 
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elements of accounting. This little book has great merits, but it is doubtful if he 
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is drawn in the case of England largely from the Economist and from writers 
anxious to push ahead and critical of government policy. It almost inevitably 
gives a picture of a powerfully organised Axis war-machine, incapable of improve- 
ment in design or use, opposed to feeble, muddle-headed improvisation in the 
democratic countries. It is difficult not to ask whether organisations that are 
free from criticisms are necessarily as free from faults as surface indications 
suggest, and whether democratic policy is always as wrong-headed as its critics, 
in their desire to improve, are apt to make it appear.] 
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London: Oxford University Press, 1942. 9”. Pp. 24. 2s. 

[A reprint of the Hobhouse Memorial Trust Lecture given at Cambridge in 
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Young Offenders. An enquiry into juvenile delinquency. Cambridge: 
University Press, 1942. 7”. Pp. x + 168. 7s. 6d. 


[A statistical investigation made at the request of the Home Office. The 
Report shows how delinquency is affected by parentage, environment, locality, age, 
school conduct, holidays, and many other factors.] 


Cuay (H.). Economics for the General Reader. (London: 
Macmillan, 1942. 7”. Pp. xvi + 488. 6s. 


{In this new edition of an old and well-tried text book, the principal changes 
are, apart from bringing facts up-to-date, a considerable revision of the Chapters on 
Value and Distribution.] 
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Cote (G. D. H.) and Others. Victory, or Vested Interest ? 
London: Labour Book Service, 1942. 7”. Pp. xii + 97. 

[Five lectures: by G. D. H. Cole on Private Monopoly or Public Service; 
Francis Williams on Equality of Sacrifice; Harold Laski on Democracy in War 
Time; Mary Sutherland on Women and the War; George Orwell on Culture and 
Democracy.] 


CoLE (MarGaRET). Education for Democracy. London: Allen & 
Unwin and Fabian Society, 1942. 7”. Pp. 70. 2s. 

[From one end of England to the other, in Army camp, in R.A.F. messes, 
everywhere, people are arguing about how we can create an educational system 
that is better and gives better opportunities for ability to reach the top. To 
this ferment Mrs. Cole’s pamphlet will add further fuel. She dislikes passionately 
all forms of education which confer privilege. But all parents are as passionately 
anxious to give their children the best start in life, even at the greatest financial 
sacrifice. Reform must come by raising standards throughout State-controlled 
education to the level where expensive schools are not worth-while in their present 
form, and become assimilated to the general system, rather than by seeking to 
abolish them directly. There are already signs of this happening.] 


ConoLLy (ViotetT). Soviet Asia. London: Oxford University 
Press, 1942. 7”. Pp. 32. 

[This pamphlet gives a brief but very interesting account of the Russian 
conquest and colonisation of Siberia and Central Asia, the economic developments, 
the improvements of transport, and various forms of political organisation in 
the Central Asian Republics. The reader is warned to refer to the Atlas of the 
U.S.S.R. in the same series; the three maps included here are quite inadequate 
for anyone who is not familiar with the territory.] 


Duoraxkia (H. L.). Futures Trading and Futures Markets in 
Cotton. Bombay: New Book Company, 1942. 8”. Pp. xx + 303. 
Rs. 10. 

[This is the first detailed study that has been made of futures trading in India. 
The author, though he emphasises the importance of proper opportunities for 
hedges, is somewhat alarmed at the excessive speculation on the market and makes 
various suggestions for limiting it, as well as for simplifying and improving the 
existing method of trading.] 

Doss (M.). Soviet Planning and Labour in Peace and War. 
London: George Routledge, 1942. 7”. Pp. 126. 4s. 

[This is the best brief account of the Soviet economic system that has yet been 
written. Except for his last chapter, Mr. Dobb has succeeded in eschewing the 
customary paeons, and has presented an objective picture of the logical develop- 
ment of the Soviet planning organisation which is quite fascinating to anyone 
who has watched the rather similar development of our own war-time machinery 
of government. ] 


Dursin (E.F.M.). What Have We To Defend? London: George 
Routledge, 1942. 7”. Pp. 96. 5s. 

{Mr. Durbin has had the courage to say why he loves England, and why he 
believes that England possesses things worth dying to save. What he writes 
represents what so many of us feel, but so few have the will or ability to say.] 

Earze (E. M.). Relentless War, the Key to Victory. London: 
Oxford University Press, 1942. 7”. Pp. 24. 6d. 

[A call to the American people to change over as quickly as possible from a 
peace-time to a war-time economy.] 

Ernzie (P.). Can We Win the Peace? London: Macmillan, 
1942. 83”. Pp. vii+ 148. 8s. 6d. 

[To be reviewed. |] 

Etsas (M. J.). Housing Before the War and After. London: 
P. S. King and Staples, 1942. 83”. Pp. 69. 5s. 

[This book represents a contribution to the work of the Population Investiga- 


tion Committee, whose main inquiry had to be abandoned during the war. Dr. 
Elsas draws together all the available data on the housing position at the outbreak 
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of war, and attempts to assess the need for building as it will exist at the end of the 
war. The data available for forming an estimate are extremely meagre, and 
the reader is left with the impression that one of the most urgent tasks for those 
who are preparing for reconstruction is a thoroughgoing survey of the whole 
problem.] 

Farrcnitp (E. C.) (Ed.). Design for Britain. London: J. M. 
Dent, 1942. 83”. Pp. 3l. 6d. 

(Three new pamphlets : Housing ina Well-Planned Britain, by E. C. Fairchild ; 
The People’s Food, by 8. H. Belfrage; Plan for the New Architecture, by W. R. 
Davidge.] 

Fryptay Sarras (G.) and Rostas (L.). The Burden of British 
Taxation. Cambridge: University Press, 1942. 9”. Pp. x + 240. 
15s. 
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First Report of the National Council on Commercial Education on 
Policy in Commercial Education. London: C. F. Hodgson, 1942. 
83”. Pp. 40. Is. 

[This is the First Report of the National Council on Commercial Education. 
It describes the development of commercial education, and goes on to make 
proposals for the future. These are concerned with improvement both of full- 
time and part-time courses. ] 

Foxcrort (E. J. B.). Australian Native Policy. Melbourne: 
University Press (Oxford University Press), 1941. 8}”. Pp. 168. 
10s. 

[To be reviewed. ] 

Hayes (C. J. H.). This Inevitable Conflict. London: Oxford 
University Press, 1942. 7”. Pp. 24. 6d. 

[This pamphlet, in the series ‘‘ America Faces the War,’’ shows how this war, 
being a struggle between rival ideologies, became gradually inescapable by one 
nation after another. The author considers that at the peace settlement the 
national states should be set up again, but that they should be welded into 
regional federations which will, in their turn, be under the authority of a world- 
wide league equipped with an international police force.] 

Heymann (H.). Plan for Permanent Peace. London: Allen & 
Unwin, 1942. 8)”. Pp. xx + 321. 16s. 

[To be reviewed.] 


Hicks (J. R.). The Social Framework. Oxford : Clarendon Press, 
1942. 7”. Pp. xii+ 212. 7s. 6d. 
[To be reviewed.] 


Hicks (J. R.), Hicks (U. K.) and Rostas (L.). The Taxation of 
War Wealth. Second edition. Oxford: Clarendon Press, 1942. 
82”. Pp. x + 304. 12s. 6d. 


[In this new edition Chapter XI and XII, on the actualities and possibilities 
of E.P.T., have been substantially rewritten.] 


Hosson (0.). Does Money Matter? London: King & Staples, 
1942. 7”. Pp. 118. 2s. 6d. 


[These are reprints of articles on financial and economic questions contributed, 
apart from one exception, to the News Chronicle by Mr. Oscar Hobson during 1941 
and the early months of 1942. Though they cover a wide range of topics, it has 
been possible to group them under certain topics, such as savings, the capital levy, 
the Atlantic Charter, post-war reconstruction, and the book has a quite surprising 
unity and vigour.] 


Hotmes (EILEEN M.). Education in Scotland. London: Fabian 
Society, 1942. 84”. Pp. 30. 6d. 


[After a brief historical survey of the development of the educational system 
in Scotland, the author draws attention to some of its weaker points, and in a 
final section puts forward certain suggestions for reform.] 
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Horace PLunKETT Founpation (Ed.). Year Book of Agricultural 
Co-operation, 1942. Cambridge: Heffer & Sons, 1942. 8}”. Pp. 
293. 7s. 6d. 


[In addition to the usual local surveys of co-operation, this issue includes a 
memorial to Horace Plunkett by the Warden of All Souls, and a number of 
interesting short papers, among which are studies of The Allotment Movement by 
C. R. and H. C. Fay, Collective Farming in U.S.S.R. by N. Barou and Financial 
Policy in Agricultural Co-operation by W. H. Jones.] 


James Bonar, 1852-1941. London: Humphrey Milford, 1942. 
10”. Pp. 20. 2s. 6d. 

[This obituary of Dr. J. Bonar, by Prof. Findlay Shirras, reprinted from the 
Proceedings of the British Academy, follows much the same lines as the notice by 
the same author in the Economic JourNaL. It amplifies it and fills in detail at 
various points. ] 

JaTHAR (G. B.) and Bert (S. G.). Indian Economics, Vol. II. 
London : Oxford University Press, 1941. 9”. Pp. xiv + 670. 9s. 


(This is a sixth, revised, edition of a text-book which is widely used in India. 
This second volume, which is mainly concerned with problems of applied eco- 
nomics, has been brought up-to-date in its facts and figures and modified wherever 
recent research has thrown new light on problems.] 


JEDLICKI (M. Z.). Germany and Poland through the Ages. Cam- 
bridge: Galloway & Porter, 1942. 8}”. Pp. 24. Is. 
[A lecture delivered at Cambridge in the autumn of 1941; its theme is that 
penny has suffered from the German lust for conquest ever since the early Middle 
ges. 
KimBLE (P.). Newspaper Reading in the Third Year of the War. 
London: Allen & Unwin, 1942. 9”. Pp. 24. Is. 


[A very detailed analysis of newspaper circulation and the coverage of different 
classes and areas by different papers.] 


KvuozynskI (R. R.). The New Population Statistics. Cambridge : 
University Press, 1942. 83”. Pp. 31. 1s. 6d. 
[Reviewed in this issue. ] 


LAKSHMINARASHMHAN (S.). The Theory of Interest. University 
of Mysore, 1942. 8}”. Pp. xii + 250. 

[This is a stimulating but by no means wholly satisfying attempt to make sense 
out of the many conflicting theories of the rate of interest. The author has 
managed to state fairly clearly the differences. But the task of selection, as 
distinguished from synthesis, is almost certainly beyond his capacities.] 


Levy (H.). Retail Trade Associations. London: Kegan Paul, 
1942. 83”. Pp. x+ 265. 15s. 
[To be reviewed.] 


Lord Stamp, 1880-1941. London: Humphrey Milford, 1942. 
10”. Pp. 15. 2s. 


[This obituary notice of Lord Stamp by Prof. Clapham is re-printed from the 
Proceedings of the British Academy.] 


Mackenzig (M. D.). Medical Relief in Europe. London: Royal 
Institute of International Affairs (Oxford University Press), 1942. 
7°. Pp. 67. 2s. 


[An appeal for the immediate preparation of plans for post-war medical 
relief b: on the experiences of the last war and the knowledge we have of 
—— conditions in Europe; and for the consideration of plans for the re-estab- 
ishment of a permanent international medical organisation. There are separate 
chapters on the treatment of malnutrition and methods of dealing with epidemics 
of typhus and malaria.] 
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Menta (V. L.). A Plea for Planning in Co-operation. Poona: 
Gokhale Institute of Politics and Economics, 1942. 93’. Pp. 26. 
12 annas. 


[The author is Managing Director of the Bombay Provincial Co-operative 
Bank.] 


MUKERJEE (R.). The Institutional Theory of Economics. Lon- 
don: Macmillan, 1942. 10”. Pp. xv + 376. 10s. 6d. 
[To be reviewed. ] 


NaralIn (B.). The Curve of Population. Lahore: Ripon Press, 
1942. 93". Pp. 27. 

[This paper attempts to fit curves of population growth to the Indian data 
following the methods of Pearl and Yule. Prof. Narain’s broad conclusions are 
that ‘‘ the S-shaped curve does not faithfully represent the trend of population in 
every case’’; it represents ‘‘ only one stage in the movement of population.”’ 
He believes that the stage of rapid growth will soon come to an end in India. ] 


Nutrition and Size of Family. London: Allen & Unwin, 1942. 
7”. Pp. 50. 2s. 6d. 


[Reviewed in this issue. ] 


PHaDKE (N. V.). Food Production in War-Time. Bombay : 
Indian Institute of Sociology, 1942. 8”. Pp. 34. 6 annas. 


[This pamphlet emphasises the need, made more acute by the loss of the 
Burma rice crop, for India to increase food production.] 


Ramaswamy (T.N.). The Economic Problem of India. Bombay : 
New Book Company, 1942. 83”. Pp. 308. Rs. 10. 


[This book represents a careful and objective survey of the economic prospects 
of the Indian Continent. It stresses the conflict between economic advance and 
social and religious conservatism. The author is most interesting when he is 
discussing the limits to the effectiveness of protection in the development of an 
Indian economy and the proper places of wage policy of planning and of free 
enterprise. ] 

Relief and Reconstruction in Europe. London: Royal Institute 
of International Affairs (Oxford University Press), 1942. 74”. Pp. 
40. Ils. 6d. 


{An interim report by a Chatham House study group. After a brief review of 
the possible type of authority, or lack of authority, with which we may have to 
deal in Germany at the end of the war, schemes are suggested in considerable 
detail for meeting immediate post-war relief problems. The authors stress the 
necessity for making these plans now even though they will have to be revised in 
the light of forthcoming events.] 


Review of the Co-operative Movement in India. Bombay: 
Reserve Bank of India, 1941. 83”. Pp. 92. 


(This able survey by the Agricultural Credit Department of the Reserve Bank 
of India deals in turn with the history and present position of Agricultural Credit 
Societies; long term credit and Land Mortgage Banks; agricultural non-credit 
co-operation; education and training, supervision, inspection and audit; legisla- 
tion and administration. The three most interesting sections are those dealing 
with the marketing of sugar cane, with the Multi-purpose Society, as an agency, 
for the rehabilitation of the agricultural movement, and with the notable progress 
made by the urban movement in recent years. This latter has shown a steady 
upward trend in the recent years of depression, and its loans now are more than 
double those of the Agricultural movement. A footnote to p. 36 contains the 
welcome news that the Department has in hand a parallel bulletin on land mort- 
gage banking, in which the province of Madras has led the way.] 


Review of the Trade of India in 1930-41. Calcutta : Government 
of India Press, 1942. 9}”. Pp. ix + 287. 


[This annual review contains as usual a general survey of Indian trade and 
finance as well as the ordinary statistical tables. It has in addition a useful list 
of articles subject to import and export restrictions.] 














414 THE ECONOMIC JOURNAL [DEC, 


Ricu (E. E.) (Ed.). The Letters of John McLoughlin from Fort 
Vancouver to the Governor and Committee. First Series, 1825-38. 
London: The Champlain Society for the Hudson’s Bay Record 
Society, 1941. 9”. Pp. exxviii + 374. 


[To be reviewed.] 
SaRPEDON. England’s Service. London: Macmillan, 1942. 7}”. 
Pp. 177. 6s. 


[In the view of the author of this small book, the old liberal economic system, 
built upon a free gold system, died in 1914. The new system is partly a conse- 
quence of the changes in the position of the State then introduced, partly also a 
consequence of the changed attitude of individuals to the State. The State used 
to be regarded as something outside one’s ordinary work-a-day life. It is now 
regarded as a super trade union cum labour exchange which has the responsibility 
for educating the young, placing them suitably in industry, and providing them 
with work until the time comes for the old-age pension. England’s wealth was 
built upon international trade. The problem is how to reconcile that basis of 
wealth with the new attitude to free enterprise. The author suggests the possibility 
of using the technique and experience of international combines and cartels as a 
foundation on which to build international trade agreements more closely directed 
to the interests of the State.] 


Smit (W.). The Distribution of Population and the Location of 
Industry on Merseyside. Liverpool: University Press, 1942. 8%”. 
Pp. 133. 5s. 


[Reviewed in this issue.] 


Social Security. London: Fabian Society, 1942. 83”. Pp. 28. 
ls. 

[This is the evidence submitted to the Interdepartmental Committee on 
Social Insurance and Allied Services by the Social Security Sub-Committee of the 
Fabian Society. It is not a Utopian plan, but one which they consider could be 
put into effect without delay. The scheme is outlined in the first few pages, then 
the recommendations are given in detail, and there are appendices dealing with 
Finance, Maternity Benefit, Funeral Costs, Advisory Committees and Transfer 
and Training of Staff.) 


Sovani (N. V.). The Population Problem in India; a regional 
approach. Poona: Gokhale Institute of Politics and Economics, 
1942. 94”. Pp. xii+ 221. 8s. 

[This study of Indian population problems aims ‘‘ to gather together all the 
important available and relevant data on the composition and movement of 
population and to present them separately and in connected form for a number 
of homogeneous and/or integrated regions.’ Within this limited objective, it is a 
useful piece of work. But to round it off it needed a concluding section of greater 
power and perspective than the author has managed to achieve. ] 


SreMBRIDGE (J. H.). An Atlas of the U.S.S.R. London: Oxford 
University Press, 1942. 7”. 4d. 

[This is a very interesting pamphlet which shows in 16 maps with explanatory 
texts the distribution of industry, agriculture and population in the U.S.S.R. It 
will prove most useful to the any who are confused by the vast spaces of Russia 
and the rapidity of the changes that have taken place there in recent years. ] 


Tuomas (J.). Plans for an Educated Democracy. Manchester : 
Co-operative Union Ltd., 1942. 83”. Pp. 31. 4d. 


[This pamphlet, by the Director of Education of the Co-operative Union, 
covers all stages of education from the nursery school to university and adult 
education. ] 


Tirmuss (R. and KaTHLEEN). Parents Revolt. A study of the 
declining birth-rate in acquisitive societies. London: Secker & 
Warburg, 1942. 73”. Pp. 128. 3s. 6d. 

[Reviewed in this issue.] 
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Wages in 1942. London: Labour Research Department, 1942. 
84”. Pp. 20. 4d. 

[A useful small pamphlet giving average earnings in January, 1942, and relating 
them to the cost of living. Among other conclusions, it is urged that ‘‘ there are 
very large numbers of workers whose wages are not sufficient to maintain their 
health and staying-power, and to allow them to give their full energies in war 
production.’’] 


Watston (H. D.) and Setieman (P.). Farm Costings, 1939-41. 
Cambridge: University Press, 1942. 8}”. Pp. 16. 


[An analysis of the costs of growing wheat, barley, oats, mangolds and sugar 
beet on a mixed farm partly in Cambridgeshire, partly in Huntingdonshire.] 


Wiesner (B.). Unpaid Labour or Controlled Dynamics? Jeru- 
salem: Rubin Mass, 1941. 64”. Pp. 78. 


[This pamphlet would appear to be a new version of the Douglas theories. 
** We have to realise that the work of redeemed [i.e. fully depreciated] machines 
represents labour which is no longer paid. . . . This ‘ unpaid labour’ appears 
to me to be the source of the unjustified ‘ surplus value ’ going to Capital instead 
of to Labour.’’] 


Wrnant (J. G.). First Montague Burton Lecture on International 
Relations. Leeds University, 1942. 83”. Pp. 8. 6d. 


[The U.S. Ambassador starts by asking “‘ Why should barbarism be so rife in 
our modern world?” He answers his question largely in terms of a growing 
indifference and cynicism; he illustrates this by the contrast between the storm 
of indignation with which the world greeted the Zabern incident and the relative 
indifference (or was it shocked impotence ?) with which it observed the persecution 
of the Jews in Hitler’s Germany. For the future, we have to choose between a 
worse evil and a better good. We have got to be Utopian or fail.] 


WoLFENDEN (H. H.). The Fundamental Principles of Mathe- 
matical Statistics. Toronto: Macmillan, 1942. 8)”. Pp. xv+ 
379. $5.00. 

[Mr. Wolfenden addresses this book primarily to actuarial students but it is 
equally useful for all students of vital statistics. The author does not intend to 
add anything original to the science of mathematical statistics : his book, rather, 
sums up the body of doctrines as they stand at the present day. The exposition 
is characterised by a strong emphasis laid on certain aspects of the philosophic 
background to mathematical statistics, and by the arrangement of the exposition 
which follows quite naturally from that emphasis. In the controversies of the 
subject a vast amount of literature has sprung up, from which textbooks usually 
include some selected pieces made continuous from the point of view of method- 
ology. The student of mathematical statistics reading these textbooks is not 
always familiar with the fundamental assumptions made, nor with the differences 
in assumptions involved in different theories. Even if the assumptions are 
explicitly stated the student forgets their significance by the time he has worked 
through the complicated technical processes, especially if these assumptions were 
not immediately contrasted to alternative ones. The chief merit of Mr. Wolfen- 
den’s book is to state the nature of the problems clearly; to distinguish between 
the different philosophic approaches to the theory of probability and the theories 
of mathematical statistics following from them; to draw the reader’s attention 
incessantly to the assumption of ‘‘ normality ’’ in most of the classical theories ; 
to point out the limitations of this assumption and the necessity of alternatives 
under certain conditions. Such an exposition of the subject would of course be 
obstructed if it were interrupted by mathematical proofs or detailed explanations 
of theories. It is therefore logical that the main exposition occupies but the 
smaller part of the book. In this part references are given to three sections which 
follow: the first is on the history of the subject which presents thrilling episodes 
mainly connected with the discovery of the Normal Curve; the second section is 
on ‘‘ Mathematics and Interpretations ’’ and contains the details omitted from the 
main exposition; the last section deals with the correctness of applications, 
emphasising again the points brought out previously. For one already acquainted 
with the subject the book is useful in showing a balanced perspective over the 
field. The references (both of historic and present interest) are up-to-date and 
make it a useful starting point for advanced study. But it would hardly be 
possible for an elementary reader to understand the book unaided: the book 
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would best serve as a background to lectures. This impression is confirmed by a 
long chapter which contains an outline of a course in graduation, the explicit 
purpose of which is to serve as a guide to systematic reading.] 


Woop (G. E. F.) and Horowirz (D.). Report of the Joint Com- 
mittee on Problems of Wage Adjustment. Tel-Aviv: Executive 
Committee of the General Federation of Jewish Labour in Eretz- 
Israel (Palestine), 1942. 93”. Pp. 39. 

[The actual terms of reference of the Committee included the determination 
of an index to reflect as accurately as possible fluctuations in the cost of living, 
and a description of methods used in other countries to fix wages in accordance 
with such an index, particularly, in war-time.] 


Worstey (R. H. M.). Europe versus America. London: Jona- 
than Cape, 1942. 74”. Pp. 204. 8s. 6d. 

[It is the purpose of this book ‘‘ to show how the leaders of the new Germany 
have endeavoured—and must continue to endeavour—to shape the economic 
life of continental Europe as a weapon for their scheme of world domination.”’ 
Mr. Worsley has developed his thesis through a series of chapters which show first 
the German conception of Europe, and then the working of the ‘‘ New Order ”’ in 
the various conquered countries—France, Belgium, the Netherlands, Norway, 
and Denmark—and in Sweden as affected by war conditions. He comes next to 
the relation of Europe under a ‘‘ New Order ’’ to America and shows the formidable 
threat to American prosperity and security. He discusses finally the alternative, 
democratic view of Europe; he argues that this can only be achieved by adequate 
forethought and an adequately planned machinery to provide European prosperity 
and security. ] 


Worswick (G. D. N.). The Raw Material Controls. London: 
Fabian Society, 1942. 84”. Pp.17. 4d. 


[This pamphlet renews the attacks on the Raw Material Controls on the ground 
that Controllers, drawn from the industries which they are controlling, cannot be 
independent. ] 


American. 


Borke (J. H.). The Structure of Netherlands Indian Economy. 
New York: Institute of Pacific Relations, 1942. 9”. Pp. x + 201. 
$2.50. 

[The central doctrine of this book is that the fundamental principles of 
Western economics do not apply to native society in Netherlands India, which is 
‘* pre-capitalist ’ in contrast to the capitalist social order of the West ; "and that 
European infiltration has created a “ dualistic economy” with a clash between 
two distinct social and economic systems. There are three parts. The first 
describes native society with the intimate personal knowledge gained during 
twenty years in connection with rural banks and co-operative credit; the second 
examines the nature and results of the contact between the eastern and western 
colonial groups, and in the third Dr. Boeke applies his analysis to some vital 
problems of colonialeconomy. The book is valuable, quite apart from the interest 
and importance of the main thesis, for the information that it furnishes on 
Netherlands India and for the light it throws on Dutch colonial policy. In 
numerous books and essays, and especially during the last ten years as a professor 
in Leiden, Dr. Boeke has exercised great influence on officials of the colonial 
service and on colonial studies in the Netherlands, but hitherto his writings have 
been little known to the outside world as so few people read Dutch. All students 
of colonial problems are therefore greatly indebted to the Institute of Pacific 
Relations for enabling them to gain some acquaintance with his views. Naturally 
Dr. Boeke writes with special reference to Netherlands India, and readers un- 
acquainted with conditions there can hardly do justice to his argument from a 
perusal of one short volume, lacking inevitably the cumulative effect of the long 
series of publications in which Dr. Boeke has developed it in greater detail and 
with application to many current problems. Foreign readers may hesitate there- 
fore to accept his theory without further questions that it is impossible even to 
raise within the brief limits of this notice. At present it would be unprofitable to 
raise them, for Dr. Boeke, as a stalwart and courageous Liberal, has been placed 
under arrest by the Nazi authorities. All will hope for his early release, and 
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meanwhile we must be content to profit by this stimulating and suggestive essay, 
which is likely to inspire a new attitude towards colonial studies even among 
those whom it does not convince.] 


Bowman (D. 0.). Public Control of Labor Relations. A study of 
the National Labor Relations Board. New York: Macmillan, 1942. 
91”. Pp. xi+ 504. $5.00. 

[This is a very detailed and scholarly monograph on the background, establish- 
ment, and working of the National Labor Board. It deserves the careful atten- 
tion of all who are closely interested in the field of industrial relations. ] 


CuaseE (S.). The Road We Are Traveling 1914-1942. New York: 
Twentieth Century Fund, 1942. 8”. Pp. 106. $1.00. 

[The first of a series of six books to be published under the general title of 
“* When the War Ends.”’ All six books are to be written by Mr. Chase who was 
commissioned by the Twentieth Century Fund to explore some of the major issues 
that will have to be faced at the close of hostilities. In this first volume the author 
traces the main trends in American economic life since the last war and points out 
some of the more important problems which will confront victors and vanquished 
alike when peace returns. These will be discussed in greater detail in the subse- 
quent volumes. The book is written in a popular style calculated to appeal to 
anyone interested in these problems, however little technical knowledge he may 
possess. ] 


Crum (W. L.) and others. Fiscal Planning for Total War. New 
York: National Bureau of Economic Research, 1942. 9”. Pp. 
xxv + 358. $3.00. 

[To be reviewed. |} 

Day (C.). Economic Development in Europe. New York: 
Macmillan Company, 1942. 83”. Pp. xxii + 746. $4. 00. 

[This new edition replaces an earlier edition published in 1933. It differs from 
that edition in going back to medieval origins, rather than confining attention 
to “~ past two centuries, and bringing events down to the outbreak of the present 
war. 

Dearine (C. L.). Automobile Transportation in the War Effort. 
Washington, D.C.: Brookings Institution, 1942. 8”. Pp. 47. 25 
cents. 


[A study of the number of motor vehicles required for the maintenance of the 
domestic economy of the United States. The authors consider that it is vital to 
introduce nation-wide petrol rationing at once, and probably further legislation 
shortly, in order to conserve the supply of tyres, as at the present rate of usage, 
there will be a shortage, even for essential services, by early 1943.] 


Edward Robert Anderson Seligman, 1861-1939. Stamford, Con- 
necticut : Overbrook Press, 1942. 8”. Pp. 101. 


[This contains obituary notices and reminiscences by various hands, including 
Nicholas Murray Butler, Alvin Johnson, Profs. Haig, Shotwell and Wesley 
Mitchell, and (among other than Americans) Lord Stamp, Charles Rist and Prof. 
Findlay 'Shirras. J 


Firzpatrick (P. J.) and Dreksen (C. F.). Bibliography of Eco- 
nomic Books and Pamphlets by Catholic Authors, 1891-1941. Wash- 
ington, D.C.: Catholic University of America Press, 1941. 9”. Pp. 
xi+ 55. 50 cents. 


[This bibliography is confined to authors writing in the English language. 
While a proportion of the books have some religious background, many are 
technical books (as for instance E. H. Chamberlin’s Theory of Monopolistic 
Competition or G. C. Evans’ Mathematical Introduction to Economics) which have 
no specifically Catholic.or religious outlook.] 


Franck (L.). French Price Control. Washington, D.C.: Brook- 
ings Institution, 1942. 8”. Pp.57. 50 cents. 


[The earlier part of this pamphlet is concerned with pre-war price control in 
France. The latter, and far the most interesting, part deals with control under 
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the Vichy Government. The author regards even approximate price stability as 
an unattainable goal with the whole economy in a state of disorganisation and 
taking into account German requirements. No complete statistics are available, 
but in round figures prices have risen 40 per cent. over the past two years, and 
are now 125 per cent. above 1936. The rise in bread is slight; potato prices have 
nearly doubled; clothing prices have increased by about 65 per cent. But the 
black market has become almost an institution, and black market prices are 
three or more times the official prices. Control has taken principally the form of 
fixed prices to producers accompanied by fixed wholesale and retail margins. 
Prices have sometimes been frozen at the level of Sept. 1939 with authorised 
seca increases, based on ascertained increases of cost; sometimes they 
ve been unified prices throughout France, sometimes local prices to meet 
local conditions ; sometimes, as in the case of new or ersatz commodities, there has 
been price fixing without regard to any earlier prices. The main conclusion of 
the pamphlet is that in constantly changing circumstances there has been no 
ed and consistent policy.] 


GraHaM (G. S.). Sea Power and British North America 1783- 
1820. Cambridge, Mass. : Harvard University Press (Oxford Univer- 
sity Press), 1941. 9”. Pp. xii + 302. 20s. 

[To be reviewed.] 


Hate (R. M.). Financing Total War. New York: Columbia 
University Press (Oxford University Press), 1942. 7”. Pp. 32. 2s. 

(This, like other pamphlets in the series, is addressed to the general reader 
rather than the specialist, and deals in principles rather than figures. Within 
its self-imposed limits it is clear and valuable and warns America of the stern 
measures necessary to finance a total war.] 


Hatm (G. N.). Monetary Theory. Philadelphia: Blakiston 
Company, 1942. 9”. Pp. xi+ 347. $3.50. 

(This is a text-book designed for use in American colleges. It starts from 
velocities of circulation and the equations based upon them, and approaches the 
newer theories only at the end where it is concerned with rates of interest and the 
trade cycle.] 


Homans (G. C.). English Villagers of the Thirteenth Century. 
Cambridge, Mass. : Harvard University Press (Oxford University Press), 
1941. 9)”. Pp. xiv + 478. 25s. 6d. 

[To be reviewed. ] 


Huntineton (Emity H.). Doors to Jobs. A study of the organiza- 
tion of the labor market in California. California : University Press 
(Cambridge University Press), 1942. 9”. Pp. xviii + 454. 21s. 


[This study of the organization of the labour market in California was under- 
taken (with the financial assistance of the Rockefeller Foundation) to see how far 
agencies existed for bringing employers and seekers after work together, and how 
far they were utilised. It was found that though many agencies did in fact exist, 
they were not made use of to any large extent and in the resulting disorganisation 
much wastage was caused by hundreds of people going after the same job; the 
fortunate applicant was not necessarily chosen for his suitability and the employers 
were tempted to cut wages. This piece of research was undertaken in 1938 when 
unemployment figures were very high; its findings are not so important to us 
to-day when there is such a need for all available man-power, but it will be of great 
use, and not only in California, when peace brings us once again the problem of 
not putting square pegs into round holes.] 


Kirk (G.) and Stessins (R. P.) (Ed.). War and National Policy. 
New York: Farrar & Rinehart, 1942. 9°. Pp.x+ 131. $1.00. 

[This is a course syllabus which has been compiled as the result of experience 
gained, firstly at Columbia University by a series of lectures on totalitarian war 
and defence a ae gen by the non-totalitarian States, and secondly by certain 
research work on the same lines undertaken at the Institute for Advanced Study 


at Princeton. The book includes a good bibliography.] 
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LzontierF (W. W.). The Structure of American Economy, 1919- 
1929. Cambridge, Mass.: Harvard University Press (Oxford Univer- 
sity Press), 1942. 10”. Pp. 181. 14s. 

(To be reviewed.] 


Maraet (A. W.). The Theory of Prices. Vol. II. New York: 
Prentice-Hall, Inc., 1942. 9”. Pp. xxv + 802. $6.00. 
[To be reviewed. ] 


Martio (L.). Will Electric Power be a Bottleneck? Washington, 
D.C.: Brookings Institution, 1942. 8”. Pp. 67. 50 cents. 

[This is a Survey, conducted by Brookings Institution at the request of the 
War Department. It will astonish the ordinary Civil Servant in this country to 
find such a document being published. It suggests the probability of serious 
shortage of electrical energy by the second half of 1944 or early 1945 which can 
be met only by a large development programme.] 

McLavGHLIn (B. A.). Some Financial Trends of Commercial Banks 
of Rhode Island, 1915-1937. Washington, D.C.: Catholic University 
of America Press, 1941. 9”. Pp. xi+ 106. $1.50. 

[A Ph.D. dissertation of the Catholic University of America.] 

Merine (O. von). The Shifting and Incidence of Taxation. 
Philadelphia: Blakiston Company, 1942. 83”. Pp. xiii + 262. 
$3.25. 

(To be reviewed.] . 

MULLENDORE (W.C.). History of the United States Food Admini- 
stration 1917-1919. Stanford University Press (Oxford University 
Press), 1941. 83”. Pp. xiv + 399. 28s. 

[To be reviewed. ] 


Nourse (E. G.). Free Enterprise, Price Policy, and Democracy. 
Washington, D.C.: Brookings Institution, 1942. 8”. Pp. 34. 25 
cents. 

[This is a draft of Chapter V of a forthcoming study by the Brookings Institu- 
tion of Price-Making in a Democracy. It will need to be read in relation both to 
earlier chapters, already similarly printed, and parts yet to come. To an English 
reader the treatment is at present too literary, and too little based on rigid analysis 
to carry full conviction. But it can be judged finally only in its larger setting. ] 

OrcHaARD (J. E.). Resources for Victory. New York: Columbia 
University Press (Oxford University Press), 1942. 7”. Pp. 36. 2s. 

(This, rather elementary, pamphlet is mainly concerned with U.S. raw material 
supplies. ] 

Readings in the Social Control of Industry. Philadelphia: Blakis- 
ton Company, 1942. 9”. Pp. xiili+ 494. $2.75. 

[To be reviewed. ] 

Rout (E.). A History of Economic Thought. New York: Pren- 
tice-Hall, Inc., 1942. 9”. Pp. xii+ 585. $4.00. 

[To be reviewed. ]} 

Stmutis (A.). The Economic Reconstruction of Lithuania after 
1918. New York: Columbia University Press (Oxford University 
Press), 1942. 83”. Pp. xiii + 148. 10s. 

[To be reviewed. ] 


Stason (J. Owen). Marketing Life Insurance. Cambridge, 
Mass.: Harvard University Press (Oxford University Press), 1942. 
83”. Pp. xl+ 911. 33s. 6d. 


(This massive study of almost 1000 pages is Part IV of the Harvard Studies in 
Business History, edited by Prof. N.S. B. Gras. The author has carefully studied 
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and analysed a vast amount of material in great detail and in this respect his 
book is certainly of lasting value. The development of the business of life in- 
surance, the technique of its administration, the réle of the soliciting agent and 
the improvement of the latter’s status and other features of the commercialisation 
of life insurance through a period of just 100 years are carefully elaborated. 
The reader should, however, not expect more. In respect of any critical attitude 
of the social value of this business to the insured the book remains palpably 
deficient and the few complacent remarks at the end do not fill that gap. This 
relates in particular to the treatment of industrial assurance. It almost seems 
as if the author had never studied the important English pattern of this business, 
its defects and its criticisms. But even if he was purposely ignoring inter- 
national comparisons, he should have dealt fully and courageously with the 
criticism of this business in hisown country. The part which an extravagant craze 
for showy funerals plays in industrial assurance is not even mentioned, although 
Mr. Royal Meeker, a well-known U.S. Commissioner of Labour Statistics, once 
made the statement that ‘the so-called industrial insurance companies have 
carefully propagated and fostered the desire for funeral display.’”” The author 
does not deal with the thorny problem of the “‘expense ratio’? except quite 
occasionally and negligently in a footnote; nor does he mention the attempts to 
eliminate costly canvassing as tried in the U.S.A. by local credit unions and a 
collection of premiums at the place of employment. The lack of these and other 
considerations as they relate to the ‘‘system’”’ of industrial assurance cannot be 
made good by an overwhelming amount of merely technical material ; works like 
this, if they claim to be more than an uncorrelated agglomeration of facts, should 
not lose sight of the fact that commercialised life insurance for the working classes, 
if not viewed solely from the angle of business management, must be, whether one 
likes it or not, analysed in fullest detail on the general background of economic, 
social and public usefulness. } 


Stern (E.) and Backman (J.) (Ed.).. War Economics. New York : 
Farrar & Rinehart, 1942. 8”. Pp. 501. $3.00. 

[A useful study of war-time economics in the U.S.A. It starts from the prob- 
lem of maximising production and proceeds to discuss labour supply and wage 
policy, taxation, price control, controls over demand, and foreign trade. 
surveys the relation of the railroads, electric power supplies, and agriculture to 
the war. It has a short final section on demobilisation problems. ] 


STERNBERG (F.). German Man Power : the crucial factor. Wash- 
ington, D.C.: Brookings Institution, 1942. 8’. Pp. 44. 25 cents. 

[This is a curious pamphlet—singularly unlike most of the scholarly publica- 
tions of the Brookings Institution. It is verbose, circuitous, packed with 
irrelevant material, but singularly deficient in matter concerned with the subject 
suggested by its title. One might expect such a study to begin with the popula- 
tion statistics, break these down by age groups, take the army estimates, the needs 
of agriculture and essential industry and build up a total picture in the light of 
demands and supplies, including prisoners and “ voluntary ’’ workers from sub- 
jected countries. Of all this there is as nearly as possible nothing, though a 
multitude of semi-relevant facts are here available to be garnered by any more 
serious worker. ] 


STIGLER (G. J.). The Theory of Competitive Price. New York : 
Macmillan Company, 1942. 9”. Pp. 197. $3.00. 
[To be reviewed. | 


Treasury War Borrowing and the Banks. Report by the Economic 
Policy Commission of the American Bankers Association. New York : 
American Bankers Association, 1942. 9”. Pp. 26. 

[This Report is concerned with the amount of borrowing, existing sources of 
funds, and possible methods of tapping new sources both in personal incomes and 
corporation funds.] 


VALLARINO (J. C.). Tratado de Economia Politica. Tomo I. 
Parte Preliminar Teérica. Montevideo, 1942. 10”. Pp. 435. 


{An introductory text-book for elementary students. | 
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VinER (J.). Objectives of Post-War International Economic 
Reconstruction. New Wilmington, Pennsylvania: Economic and 
Business Foundation, 1942. 9”. Pp. 19. 


[A reprint of an address delivered at Westminster College, New Wilmington, 
Pennsylvania. ] 


Wernrys (B. D.). Jewish Emancipation Under Attack. New 
York : American Jewish Committee, 1942. 9”. Pp. 95. 25 cents. 


[This deals with attacks on Jewish freedom in Nazi Germany, in Italy, Poland, 
Roumania, Hungary and the Baltic States.] 


Wriaeut (C. W.) (Ed.). Economic Problems of War and its After- 
math. Chicago: University Press (Cambridge University Press), 
1942. 8”. Pp.x+ 197. $2.00. 

[To be reviewed. ] 


French. 


Nogaro (B.). Problémes contemporains de finances publiques. 
Paris : Domat-Montchrestien, 1940. 9”. Pp. 320. 12s. 


[This book contains an excellent short account of the French system of 
scheduled and assimilated taxes on incomes, its inherent anomalies, its inequitable 
bearing and its disturbing effects upon the economy asa whole. Also interesting 
statistical evidence for sample years which suggests a much lower ratio of taxation 
to national income than is commonly supposed. Shifting is general. Indirect 
taxes, the scheduled taxes categorically included (p. 96), carry a double incidence, 
upon prices, upon factor incomes, and conversely—primary producers and rentiers 
being however at a relative disadvantage as compared with industrialists and 
wage-earners in selling dear in this inflationary ping-pong of recoupment. The 
“* paradox,”” whereby the industrial classes throw off virtually all taxation yet 
the State obtains effective command of real resources, is resolved by the com- 
pression of consumption forced upon the non-industrial classes. Or, most generally 
in normal conditions, the economy responds to tax assaults by increasing pro- 
duction (p. 118)—pace Hume! This schematic analysis too easily generalises 
the situation of the petit commergant, adding a regular 20 per cent. to what he lays 
out in costs and tribute to the tax collector, and that of the slow peasant of the 
Midi, taking what he can get for his produce. But Professor Nogaro’s practical 
conclusion is inescapable, that the French agglomeration of taxes should be 
altered in favour of a more principled, and negligibly shifted, general tax on net 
income. Trade cycle finance is treated briefly. British rectitude is considered a 
better guide than American pump-priming; mainly because public investment 
effects too small a net increment of total investment to close the running budget 
gap. The merit of British policy was primarily the reduction achieved in the long- 
term cost of carrying the dead-weight debt; its full significance for the revival of 
private investment, with consequent fiscal gains, is not appreciated. The later 
chapters review the unhappy history of French inflation and muddled gold policy 
in the light of elementary truths about money and the factors influencing the 
Fisher equation. The final chapter reduces the problem of war budgeting in 
terms of money to its essentials in terms of real resources; and due acknowledg- 
ment is made to How to Pay for the War. This chapter is admirable, and could 
with advantage have been expanded. Like most French books, this one is 
eminently readable. ]} 


TENENBAUM (H.C.). La Notion économique de |’équilibre et la 
théorie de la monnaie. Nice: Imprimerie du Sud-Est, 1942. 93”. 
Pp. 149. 

[To be reviewed.] 


Swiss. 
Bevuret (H.). Studien iiber die Entwicklung und die Bedeutung 


der schweizerischen Bankpublizistik. Weinfelden : Neuenschwander’- 
sche Verlagsbuchhandlung AG, 1942. 9”. Pp. 216. Fr. 13.50. 


Fétice (T. de). Gouvernements nationaux et accords inter- 
nationaux. Geneva: Georg et Cie., 1942. 10”. Pp. 168. Frs. 7.50. 
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Official. 


BRITISH 
Expert Committee on Compensation and Betterment. Final 
Report. London: H.M. Stationery Office, 1942. 93”. Pp. 180. 2s. 6d. 
[To be reviewed. ] 
Report of the Committee on Land Utilisation in Rural Areas. 
London: H.M. Stationery Office, 1942. 93”. Pp. vi+ 138. 2s. 
[To be reviewed. } 


AMERICAN 

First Quarterly Report for the Period ended April 30, 1942. Wash- 
ington, D.C.: Office of Price Administration, 1942. 93”. Pp. 
iv + 231. 


[Reviewed in this issue.] 


LEaGuE oF NaTIoNns 

Economic and Financial Committees. Report to the Council on the 
Work of the Joint Session. Geneva: League of Nations (London : 
Allen & Unwin), 1942. 94”. Pp. 23. Is. 

[This covers two meetings, one in London the other in Princeton. The main 
work was on the problems of relief and reconstruction. ]} 

Money and Banking 1940-42. Geneva: League of Nations 
(London: Allen & Unwin), 1942. 103”. Pp. 202. 12s. 6d. 

(This contains international statistical summaries of essential data, including 
currency composition and movements, the assets and balance sheets of Central 
and Commercial Banks, gold reserves, gold production, cash ratios, bank clearings, 
money rates and bond yields and values of currencies in U.S. cents.] 


INTERNATIONAL LABOUR OFFICE. 

Approaches to Social Security ; an international survey. Montreal : 
International Labour Office, 1942. 9”. Pp. 100. 2s. 

[This international survey of the methods employed in providing for social 
security falls into three chapters. The first describes and discusses the social 
assistance approach to the problem—old age and invalidity pensions, mothers’ 
pensions, unemployment assistance, medical assistance, rehabilitation of the 
disabled. The second chapter deals with the social insurance approach, and 
describes the organisation, scope, risks and benefits and finance of these. A 
final chapter, on Social Security Systems, after discussing briefly the elements of 
the problems, goes on to deal with the distribution of functions and to give 


examples of co-ordination and integration.] 

Food Control in Great Britain. Montreal: International Labour 
Office (London: King & Staples), 1942. 9”. Pp. vi-+ 272. 5s. 

[To be reviewed. ] 





MARSHALL’S OFFICIAL PAPERS 


A volume of 428 pages, containing his very important contributions in 
the shape of evidence before Government Commissions and Official 
Memoranda, was published some years ago by the Royal Economic Society, 
but has not had a circulation corresponding to its intrinsic importance. 
On this occasion of his centenary it is thought suitable to make the 
remaining stock of this volume available to members of the Society on 
special terms, namely, 2/6 for bound copies, and 1/- for unbound copies, 
post free. Members of the Society wishing to avail themselves of this 
offer should send application, with a remittance, to Mr. S. J. Buttress, 
6 Humberstone Road, Cambridge. 
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THE NATIONAL INSTITUTE OF ECONOMIC AND SOCIAL RESEARCH 


of which Mr Henry Clay, Mr Geoffrey Crowther, Sir Hubert Henderson, Sir Hector 
Hetherington, Mr Austin Robinsonand Mrs Barbara Wootton form the present Committee, 
has made arrangements for its publications to be issued by the 
CAMBRIDGE UNIVERSITY PRESS 
There will be two series: 
ECONOMIC AND SOCIAL STUDIES, of which the first two volumes are now ready 
I. STUDIES IN NATIONAL INCOME. Edited by A. L. BOWLEY. 15s. net. 
Il. THE BURDEN OF BRITISH TAXATION. By G. FINDLAY SHIRRAS and 
L. ROSTAS. 15s. net. 
OCCASIONAL PAPERS, of which No. | is now ready 
THE NEW POPULATION STATISTICS. By R. R. KUCZYNSKI. Is. 6d. net. 
No. 2. THE POPULATION OF ete = on H. H. SHANNON and E. GREBENIK 
is in the Press. 


JOURNAL OF THE ROYAL STATISTICAL SOCIETY 
Vol. CV, 1942, Part II (Principal Articles) 

On the Future of Statistics. By M.G. Kendall. (With Discussion.) 

The Significance of Fiscal Statistics; By G. L. Schwartz. (With Discussion.) 


Price ROYAL STATISTICAL SOCIETY Annual Subscription 
10/- 4, Portugal Street, London, W.C.2 (post free) 41/- 


ECONOMICA 


ECONOMICA is published quarterly by the London School of Economics and Political Science, in 
February, May, August, and November, and is devoted to research in the fields of Economics, Economic 
History and Statistics. 

















The price of ECONOMICA (NEW SERIES) is 4s. 6d. a number, or 158. per annum, post free. A special rate of 
12s. 6d. has, however, been authorised in respect of Fellows of the Royal Economic Society. Copies can be 
obtained on order from any bookseller or from the Pubiications Department at the London School of Economics, The Hostel, 
Peterhouse, Cambridge, to which address all subscriptions and business communications should be sent. 


The Statist 


A WEEKLY JOURNAL OF FINANCE AND TRADE 
CONTAINS 
THE SAUERBECK-STATIST COMMODITY PRICE INDEX 
every month together with comparative indices of 

INTERNATIONAL WHOLESALE PRICES 
TERMS OF SUBSCRIPTION: Inland—£2 8s. 0d. - 12 months Abroad—£2 10s.0d. - 12 months 
£1 4s. 0d. - 6 months £1 5s. 0d. - 6 months 
LONDON: 51 CANNON STREET, E.C.4 


THE POLITICAL QUARTERLY 
October-December, 1942 


German Disarmament and European Reconstruction. By Mercator.—The Meaning of the French Resistance. 
By Professor Paul Vaucher.—Hitler’s Psychology. Ly Leonard Woolf.—Colonies in a Changing World. 4) Julian S. 
Hualey.—Industry and the State. By Joan Kobinson—*G Eminence ’’ and Political Morality. By the Hon. 
Frank Pakenham.—Christianity, Science, and the Religion of Humanity. By Anceps. 


Published by Macmillan & Co., Ltd, Price 5s. At all Booksellers. Annual Subscription {1. 


INTERNATIONAL LABOUR OFFICE 


The International Labour Office, which is established during war-time at McGill University, Montreal, Canada, 
has explained its relation to post-war reconstruction in two pamphlets: ‘* Towards our True inheritance ’’ and 
‘* The I.L.O. and Plans for a People’s Peace.’’ In its programme of publications the weekly ‘‘ Industrial and 
Labour Information ’’ has been amalgamated with the monthly ‘International Labour Review.’’ The “ In- 
dustrial Safety Survey ’’ continues to appear bi-monthly. All important laws are, as hitherto, published in 
the * Legislative Series.’’ ‘The I.L.O Year Book’’ and ‘* The I.L.O. Year Book of Labour Statistics ’’ are 
being maintained as annual publications. Studies and Reports are being produced as occasion requires dealing 
with the principal labour and industrial problems of the day, and the latest issues include: ‘‘ Food Control in 
Great Britain ’’ and ‘‘ War-time Transference of Labour in Great Britain.’’ 

The London Office of the I.L.O. is at 38/39 Parliament Street, London, S.W.1; or communications can be 
addressed to M. R. K. Burge, Cousens, Rudgwick, West Sussex. 


THE AMERICAN ECONOMIC REVIEW 
The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American Economic 
Association and is sent to all members. The annual dues are $5.00. Address editorial communications 
to Dr. Paul T. Homan, editor, AMERICAN ECONOMIC REVIEW, c/o Brookings Institution, 722 Jackson 
Place, N.W., Washington, D.C. (temporary address); all other communications to the Secretary, 
American Economic Association, Northwestern University, Evanston, Illinois. 
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THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and New Zealand 

PUBLISHED HALF-YEARLY IN JUNE AND DECEMBER 
Single copies 5s. (Australian). Annual Subscription ros. (Australian) 
The Economic Record publishes authoritative articles by recognised economists on economic, financial, labour and social 
conditions in Australia and New Zealand 

(Fellows of the Royal Economic Society may subscribe at 6s. a year, payable through that Society) 

In all other other cases subscriptions should be sent to the publisher : 
The Managing Director, The Melbourne University Press, Melbourne N.3, Victoria, Australia 


THE EUGENICS REVIEW 


Articles, news items and editorial comments on the demographic and eugenic aspects of war and peace, with particular 
reference to the biological consequences of some of the measures proposed and adopted for the prosecution of the war, 
will be published in every issue of the Review. At the same time every effort is being made to retain the special features— 
e.g. notices of books, abstracts of periodicals, notes and memoranda, and correspondence—which contributed so much to 
the value and popularity of the Review in the pre-war period. 

Published Quarterly—January, April, July, and October—at 3s. post free (12s. a year). Free to Fellows and Members 
of the Society. The Eugenics Society, 69 Eccleston Sq., S.W.1, Macmillan & Co., St. Martin’s St., W.C.2 








OCCUPATIONAL PSYCHOLOGY 
Quarterly Review of Industrial and Vocational Psychology 
Members of the N.I.I.P. to whom the journal is sent free are entitled to other privileges. 
For details of these and of the Institute’s industrial and vocational guidance work write to: 


The Director ;: National Institute of Industrial Psychology 
Aldwych House, London, W.C.2 


THE JOURNAL OF POLITICAL ECONOMY 
Edited by JACOB VINER and F. H. KNIGHT. 
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